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85c for Product Research; 
Only 15c for Market Research. 


WHY? 


BY PHILIP SALISBURY—Editor, Sales Management 


This article in the March 15th SALES MANAGEMENT analyzes the results 
of a survey among 100 leading manufacturers on the subject of how much 


they spend for market research and how they spend it. 


In commenting on the results, SM Editor Salisbury says: “It has long been 
surmised that there was a lop-sided balance between learning how to make 
better products and learning how to find better distribution techniques, but facts 
have been largely absent until now.” 


This new poll gives the facts. It shows the ratio between product and market 
research, the most useful functions performed by market research, the attitude 
of top management toward market research, who bosses market research and the 


average number of employees in this activity. 


You can obtain a free reprint of this article by writing “Readers’ Service,” 
SALES MANAGEMENT, 386 Fourth Ave., New York 16, N.Y., and referring 


to this advertisement. 


THE MAGAZINE OF MARKETING 
386 Fourth Avenue, New York 16, N.Y. 
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A Client Writes Our Copy 


When dealing with a tabulating agency I 
demand above everything else, intelligent 
handling on the contact level. I want to get 
the feeling that my decisions are carried out 
pronto, and done right the first time. Be- 
sides that, I want to be picked up, told 
where I might be off base, so that I know my 
tabulating bureau is generating some brain 
energy on my problems and not just coasting 
along on my directives. 


This kind of service-plus is not easy to 
come by - yet I've gotten all these things, 
consistently, from Barnard, Inc. 


Further, I've got to know that the 
charges for tabulating a study are reason- 
able. Barnard, Inc. submits a maximum esti- 
mate that can be depended on, and when their 
costs are less than the estimate they bill 
you (as they billed us) below the amount 
you've budgeted - That's always a pleasant 


experience. 


Vice President & Research Director 
Geyer, Newell & Ganger, Inc. 


BARNARD, Inc. + 93 Park Avenue - New York 16, New York 
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Recent and forthcoming textbooks 


The STRUCTURE of AMERICAN INDUSTRY 
edited by Walter Adams 


This important new work consists of case studies presenting the economics of various 
industries, made by specialists in each field. Three major aspects are considered in each 
study: organization and development, market structure and price policy, and public 
policy. $4.75 


The ECONOMICS of COLLECTIVE ACTION 


by John Rogers Commons edited by K. H. Parsons 


Professor Commons’ last book is a genuinely thought-provoking study of the emerging 
political economy of an America dominated by collective action—by corporations, labor 
unions and political parties. The work will provide a stimulating course for students 
of social economics. To be published in the spring. 


An INTRODUCTION to BUSINESS 


Revised Edition by Melvin Anshen 


An excellent survey of the field, this book in the revised edition introduces new material 
on such topics as the job of business administration, agriculture, transportation, foreign 
trade, and the issues facing business in the years ahead. $5.00 

STUDENT’S WORKBOOK FOR USE WITH AN INTRODUCTION TO 
BUSINESS was published in October. $2.10 


NEWSPAPER ADVERTISING and PROMOTION 
by Leslie W. McClure 


This new book covers the operation of advertising and promotion departments of news- 
papers, from weeklies to metropolitan dailies. It briefly presents a case for newspaper 
advertising, summarizes the organization of advertising and promotion departments on 
newspapers of various sizes and discusses administration and operation of the divisions 
of advertising departments. $4.50 


THE MACMILLAN COMPANY 
60 Fifth Avenue New York 11, N.Y. 
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Published in January— 


ADVERTISING PROCEDURE—Fourth Edition 


By Otto Kleppner, The Otto Kleppner Co. 


Here is a fresh, up-to-the-minute presentation of advertising principles 
and practice, reflecting the latest accepted thinking and the latest signifi- 
cant developments. 


The text is a thorough reappraisal of advertising in the light of today's 
practice and trends, with each phase emphasized according to its over- 
all importance. 


The new, 4th Edition analyzes the various types of media, including: 
Newspapers, Magazines, Outdoor and Transportation Advertising, Direct 
Mail, Radio, and Television. 


A new chapter on Television presents the features and problems of this 
new mediun, its rate structure, audience and program research, an actual 
story board in action, and organization of the industry. 


Among newly added features: 
@ Expanded chapter on Marketing Research shows the latest progress made in area sampling, 
quota sampling, and depth interviews. 


@ Chapter on Copy Testing broadened and brought up to date, with striking examples of ad- 
vertisements tested. 


® Latest information on Media, with new methods of media evaluation 


@ Special chapters on Television—its features and problems, rate structure, audience and pro- 
gram research, “‘packaged shows,” an actual story board, and organization of the industry. 


@ Recent evaluation studies on Outdoor Advertising. 

@ Three complete advertising campaigns, published for the first time in any book. 

®@ A new and original contribution to the understanding of advertising and its place in our 
economy in the chapter, ‘“‘Economic and Social Aspects of Advertising.” 


Illustrated 775 pages 6” x 9” 
Scheduled for March— 


HOW TO USE PSYCHOLOGY 
FOR BETTER ADVERTISING 


By Melvin S. Hattwick, Needham, Louis, and Brorby, Inc. 


This new text gives a simplified explanation of the basic psychological 
principles and their application toward more effective advertising. It 
analyzes advertising appeals based on a better understanding of the con- 
sumer—his wants, and his mental, educational, and emotional make-up. 
The author draws upon already published psychological data, including 
much research material taken directly from the world of advertising and 
published for the first time. 


Illustrated 376 pages a: 


PRENTICE-HALL, INC., ftw 
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Published in January— 


SUCCESSFUL RETAIL SALESMANSHIP 
—Second Edition 


By O. Preston Robinson, University of Utah; and Christine H. Robinson 


The new Second Edition of this standard retailing text deals with every 
phase of store salesmanship. The text shows that the policy of helping 
the customer buy piles up sales. It begins with a thorough consideration 
of the salesperson’s qualifications and duties, covers techniques of 
selling and customer contact, and concludes on follow-up activities that 
help build permanent business. The new edition contains considerable 
improvement in organization, principle and method. 


Illustrated 378 pages 5%” x 8%” 
Published in February— 


TECHNIQUES OF RETAIL MERCHANDISING 


(based on Wingate and Brisco’s Elements of Retail Merchandising) 


By John W. Wingate, College of the City of New York, and Elmer O. 
Schaller, New York University 


Acomplete and up to date study of the procedural policies, techniques and ; ; 
tools of retail merchandising. The new text is divided into four main parts: i 
Profits, Pricing, Inventories, and Planning and Control. Additional chap- rT 


ters cover profit and loss statement analysis, basic profit elements, the 
planning of sales, expense budgeting and other operations. The many 
illustrations include reproductions of merchandise forms, organizational 
charts, graphs and tables. 


Illustrated 620 pages 5%” x 8%” 
Published in 1949— 


STORE ORGANIZATION AND OPERATION 


By O. Preston Robinson, University of Utah, and Norris B. Brisco, General 
Superintendent, John Shillito Company, Cincinnati, Ohio 


(A Revision of Retail Store Organization and Management) 


A thorough, new picture of the organization and operation of both large 

and small retail stores. Every aspect of store operating procedure is 
al | covered. Budgeting and control of expenses, retail personnel manage- 
It ment, store layout problems, supervision of selling services, store pack- 
n= ing and delivery operations, mail and telephone order handling, and 
P- | store protection problems. This ‘“‘how-to-do-it” book is based on wide 
19 | observation of proven operational methods. 


Published June, 1949 582 pages Illustrated 5%” x 8%” 


\” Send for your copies today! 


| 

PRENTICE-HALL, INC., 

Please mention the JourNAL oF MARKETING in writing advertisers 


| 


BOOKS on ADVERTISING and MARKETING 


(notable for careful analysis and practical avplication) 


Announcing REVISED EDITION of 


SALES MANAGEMENT 


By HAROLD H. MAYNARD, The Ohio State University and HERMAN C, NOLEN, Vice. 
President McKessen and Robbins, formerly of The Ohio State University. A comprehensive 
presentation of today’s scientific sales management, which increasingly recognizes that its sell. 
ing decisions must be based on facts, evidence, and fundamental principles. Written for sales 
managers and college students, the book stresses techniques and basic principles, the determina. 
tion of courses of action from an analysis of conditions, controlled experiment, and sales 
management’s live policy-making functions. $5.00 


MARKETING HANDBOOK 
Edited by PAUL H. NYSTROM, Columbia University and ALBERT W. FREY, Dartmouth 


College. A book that covers a vast amount of diversified material. The subjects discussed are 
presented in a current light that will be of special value to all who are interested in the field. 
Prepared under the direction of an Editorial Board, the book contains a pertinent collection of 
information which constitutes the wide pattern of modern marketing. 1, 321 pages, $7.50 


PRINCIPLES OF MARKETING 4th Edition 


By HAROLD H. MAYNARD, and THEODORE N. BECKMAN, both of The Ohio State 
University. This widely used textbook gives college students an understanding of the funda- 
mentals of marketing and of our marketing system as it exists today. The approach is func- 
tional and largely from the consumer point of view. It is rich in illustrative material, although 
principles are completely stated throughout. 736 pages, $5.00 


MARKETING AND DISTRIBUTION RESEARCH 


By LYNDON O. BROWN, Columbia University. Provides a scientific method in the solution 
of marketing and distribution problems. Covers the broadened scope of the field and gives full 
consideration to the specialized applications and techniques developed in recent years. 612 
pages, $5.00 


WHOLESALING= Principles and Practice 
By THEODORE N. BECKMAN, The Ohio State University and NATHANAEL H. ENGLE, 


University of Washington. This Revised Edition is a complete reevaluation of the whole 
dynamic field in terms of the many changes in our national economy since 1937. Aim is to 
present the modern concept of wholesaling in its full development. Information is given on 


modern techniques and methods of meeting problems of internal management—a vital aspect 
of the subject today. 746 pages, $5.00 


The Ronald Press Company 
; 15 East 26th Street, New York 10, my 
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BOOKS on ADVERTISING and MARKETING 


(notable for careful analysis and practical application) 


ADVERTISING 
By ALBERT W. FREY, Dartmouth College. Designed for college courses for those consider- 


ing active careers in advertising, or for those who will be called upon to make decisions in the 


; field. Gives an understanding and appreciation of the fundamental problems and principles of 4 o . 
les advertising, and its basic procedures and practices. 746 pages, $5.00 4 
1a- 
ks ADVERTISING LAYOUT=The Projection of an Idea rs 
By RICHARD S. CHENAULT, Columbia University. A practical guide forming a compre- 4 ‘ 
hensive exposition of the conception and technique of advertising layout. Chapters range from a 
wth the basic principles of layout design to the functions of an advertising agency art director. a r 
are Contains instruction in typography, lettering, continuity in style, bleed space, balance, unity, ‘ 
contrast and art work. 96 pages, $5.00 
0 
ADVERTISING LAYOUT AND TYPOGRAPHY : 
By EUGENE deLOPATECKI, The Cooper Union Typographic Laboratory. A quick easy yj yr: 
ate method for everyone who prepares advertising, with simple methods of choosing and calculat-: &- 
da- ing type. Covers the common problems of design. The principles, few and easily comprehended, . . 
- are analyzed and demonstrated in the text. 133 pages, $3.00 4 P 
ADVERTISING TO THE MASS MARKET 3 
By JAMES D. WOOLF, Formerly Vice-President of J]. Walter Thompson Company. Presents fa 
‘ion specific ideas or principles which will help those who write advertising to persuade and interest 
full millions of people. These fundamentals have been proved over and over again in the experience e. 
- of the ablest men in the advertising business. 133 pages, $3.50 x 
ADVERTISING DICTIONARY % 
LE, Of Selling Words, Phrases and Appeals : 
hole By HARVEY RONSON. The first complete, organized compilation of tested advertising copy 
8 to phrases and appeals specifically designed to help those who sell in print to present their ideas i 
a to the buying public. Contains the selling phrases and appeals used most effectively for over ; 


200 consumer products. 365 pages, $5.00 


The Ronald Press Company 


15 East 26th Street, New York 10, N.Y. 
Please mention the JouRNAL OF MARKETING in writing advertisers 


4 
| 


BOOKS on ADVERTISING and MARKETING 


(notable for careful analysis and practical application) 


MARKETING RESEARCH PRACTICE 
Edited by DONALD M. HOBART, The Curtis Publishing Company. Embodies the results 
of almost 40 years of continuous development of professional marketing research by The 
Curtis Publishing Company. The aim is to give the reader a full understanding of the research 
operations and methods which Curtis has developed in seeking workable solutions to sales, 
distribution, marketing, and advertising problems. 472 pages, $5.00 


MAGAZINES IN THE UNITED STATES| 
By JAMES PLAYSTED WOOD. For those interested in the effect of magazines on the 
individual and the social group, this book shows how magazines have reflected and moulded 
American tastes, habits, manners, interests, and beliefs. This study extends from Benjamin 
Franklin’s General Magazine to national magazines of the present day. 312 pages, $4.00 


THE ANALYSIS AND CONTROL 
OF DISTRIBUTION COSTS 
By J. BROOKS HECKERT, The Ohio State University. For those who have the difficult 
task of the analysis, direction, and control of marketing effort. This book offers those who have 
to work out and use procedure suitable to their specific situations a statement of basic problems 
and suggestions of illustrative methods which will be of practical value. 420 pages, $5.00 


PRACTICAL EXPORTING 
By PHILIP MacDONALD, City College of New York. Gives a thorough grounding in the 
fundamental procedures followed in export transactions. It explains how export organizations 
are formed; it gives instruction in the essential techniques of the business; and it traces the 
course of a single typical transaction from start to finish, with facsimiles of the necessary docu- 
ments. 355 pages, $4.00 


STANDARDS AND LABELS 
FOR CONSUMERS’ GOODS 
By JESSIE V. COLES, University of California. Affords a comprehensive examination, gath- 
ered from many sources, of the need for standards and labels, the ways in which they are or 
may be used, the procedures for securing them, and their present status in the orderly market 
ing of goods. It provides a record of progress and a blueprint for future action. 556 pages, $5.00 


The Ronald Press Compan 
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PROJECTIVE TECHNIQUES IN MARKETING 
RESEARCH 


MASON HAIRE 
University of California, Berkeley 


T 1s a well accepted maxim in merchan- 

dizing that, in many areas, we are 
selling the sizzle rather than the steak. 
Our market research techniques, how- 
ever, in many of these same areas, are 
directed toward the steak. The sizzle is 
the subjective reaction of the consumer; 
the steak the objective characteristics of 
the product. The consumer’s behavior 
will be based on the former rather than 
the latter set of characteristics. How can 
we come to know them better? 

When we approach a consumer di- 
rectly with questions about his reaction 
to a product we often get false and mis- 
leading answers to our questions. Very 
often this is because the question which 
we heard ourselves ask was not the one 
(or not the only one) that the respondent 
heard. For example: A brewery made two 
kinds of beer. To guide their merchan- 
dizing techniques they wanted to know 


what kind of people drank each kind, and 
particularly, what differences there were 
between the two groups of consumers. 
A survey was conducted which led up to 
the questions “Do you drink 
beer?” (If yes) “Do you drink the Light 
or Regular?” (These were the two trade 
names under which the company mar- 
keted.) After identifying the consumers 
of each product it was possible to find 
out about the characteristics of each 
group so that appropriate appeals could 
be used, media chosen, etc. 

An interesting anomaly appeared in 
the survey data, however. The inter- 
viewing showed (on a reliable sample) 
that consumers drank Light over Regular 
in the ratio of 3 to 1. The company had 
been producing and selling Regular over 
Light for some time in a ratio of g to I. 
Clearly, the attempt to identify charac- 
teristics of the two kinds was a failure. 
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What made them miss so far? 

When we say “Do you drink Light or 
Regular?” we are at once asking which 
brand is used, but also, to some extent, 
saying “‘Do you drink the regular run-of- 
the-mill product or do you drink the one 
that is more refined and shows more dis- 
crimination and taste?” The preponder- 
ance of “Light” undoubtedly flows from 
this kind of distortion. 

When we ask questions of this sort 
about the product we are very often 
asking also about the respondent. Not 
only do we say “What is 
product like?” but, indirectly “What are 
you like?” Our responses are often made 
up of both elements inextricably inter- 
woven. The answers to the second ques- 
tion will carry clichés and stereotypes, 
blocks, inhibitions,and distortions, when- 
ever we approach an area that challenges 
the person’s idea of himself. 

There are many things that we need 
to know about a consumer’s reaction to 
a product that he can not tell us because 
they are to some extent socially unac- 
ceptable. For instance, the snob appeal 
of a product vitally influences its sale, 
but it is a thing that the consumer will 
not like to discuss explicitly. In other 
cases the consumer is influenced by mo- 
tives of which he is, perhaps, vaguely 
aware, but which he finds difficult to put 
into words. The interviewer-respondent 
relationship puts a good deal of pressure 
on him to reply and to make sense in 
his reply. Consequently, he gives us 
stereotypical responses that use clichés 
which are commonly acceptable but do 
not necessarily represent the true mo- 
tives. Many of our motives do not, in 
fact, “‘make sense,” and are not logical. 
The question-answer relation demands 
sense above all. If the response does not 
represent the true state of affairs the in- 
terviewer will never know it. He will go 
away. If it does not make sense it may 


represent the truth, but the respondent 
will feel like a fool and the interviewer 
will not go away. Much better produce 
a cliché and be rid of him. 


Tue Nature oF Projective Tests 


Still other kinds of motives exist of 
which the respondent may not be ex- 
plicitly conscious himself. The product 
may be seen by him as related to things 
or people or values in his life, or as having 
a certain role in the scheme of things, 
and yet he may be quite unable, in re- 
sponse to a direct question, to describe 
these aspects of the object. Nevertheless, 
these characteristics may be of great 
importance as motives. How can we get 
at them? 

Clinical psychologists have long been 
faced with a parallel set of problems. It 
is quite usual for a patient to be unable 
or unwilling to tell the therapist directly 
what kinds of things are stirring in his 
motivational pattern. Information about 
these drives are of vital importance to 
the process of cure, so a good deal of re- 
search has been directed towards the de- 
velopment of techniques to identify and 
define them. The development of pro- 
jective techniques as diagnostic tools has 
provided one of the most useful means 
to uncover such motivations, and the 
market-researcher can well afford to bor- 
row their essentials from the therapist. 

Basically, a projective test involves 
presenting the subject with an ambigu- 
ous stimulus—one that does not quite 
make sense in itself—and asking him 
to make sense of it. The theory is that in 
order to make it make sense he will have 
to add to it—to fill out the picture—and 
in so doing he projects part of himself 
into it. Since we know what was in the 
original stimulus we can quite easily 
identify the parts that were added, and, 
in this way, painlessly obtain informa- 
tion about the person. 


§ 
7 
4 
4 
"4 
‘a 
i 


it 


THE JOURNAL OF MARKETING 


651 


Examples of these tests come readily 
to hand. Nearly everyone is familiar 
with the Rorschach Test, in which a sub- 
ject is shown a series of ink-blots and 
asked to tell what they look like. Here 
the stimulus is incomplete in itself, and 
the interpretation supplied by the pa- 
tient provides useful information. This 
test yields fairly general answers about 
the personality, however, and often we 
would like to narrow down the area in 
which the patient is supplying informa- 
tion. 

The Thematic Apperception Test of- 
fers a good example of this function. Let 
us suppose that with a particular pa- 
tient we have reason to suppose that his 
relation to figures of authority is crucial 
to his therapeutic problem. We can give 
him a series of pictures where people are 
shown, but where the relationship of 
authority or the characteristics of the 
authoritarian figure are not complete. 
He is asked to tell a story about each 
picture. If in each story the subordinate 
finally kills the figure of authority we 
have certain kinds of knowledge; if, on 
the other hand, he always builds the 
story so the subordinate figure achieves 
a secure and comfortable dependence, 
we have quite different information. It is 
often quite impossible to get the subject 
to tell us these things directly. Either he 
cannot or will not do so. Indirectly, 
however, he will tell us how he sees 
authority. Can we get him, similarly, to 
tell us how a product looks to him in his 
private view of the world? 


APPLICATION OF PROJECTIVE TEST IN 
Market RESEARCH 


Let us look at an example of this kind 
of thing in market research. For the 
purposes of experiment a conventional 
survey was made of attitudes toward 
Nescafé, an instant coffee. The question- 
naire included the questions “Do you 


use instant coffee?” (If No) “What do 
you dislike about it?” The bulk of the 
unfavorable responses fell into the gen- 
eral area “I don’t like the flavor.” This 
is such an easy answer to a complex ques- 
tion that one may suspect it is a stereo- 
type, which at once gives a sensible re- 
sponse to get rid of the interviewer and 
conceals other motives. How can we get 
behind this facade? 

In this case an indirect approach was 
used. Two shopping lists were prepared. 
They were identical in all respects, ex- 
cept that one list specified Nescafé and 
one Maxwell House Coffee. They were 
administered to alternate subjects, with 
no subject knowing of the existence of 
the other list. The instructions were 
“Read the shopping list below. Try to 
project yourself into the situation as far 
as possible until you can more or less 
characterize the woman who bought the 
groceries. Then write a brief description 
of her personality and character. Wher- 
ever possible indicate what factors in- 
fluenced your judgement.” 

Shopping List I 
Pound and a half of hamburger 
2 loaves Wonder bread 
bunch of carrots 
1 can Rumford’s Baking Powder 
Nescafé instant coffee 
2 cans Del Monte peaches 
5 lbs. potatoes 

Shopping List II 
Pound and a half of hamburger 
2 loaves Wonder bread 
bunch of carrots 
1 can Rumford’s Baking Powder 
1 lb. Maxwell House Coffee (Drip Ground) 
2 cans Del Monte peaches 
5 lbs. potatoes 


Fifty people responded to each of the 
two shopping lists given above. The re- 
sponses to these shopping lists provided 
some very interesting material. The fol- 
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lowing main characteristics of their de- 
scriptions can be given: 


1. 48 per cent of the people described the 
woman who bought Nescafé as lazy; 
4 per cent described the woman who 
bought Maxwell House as lazy. 

2. 48 per cent of the people described the 
woman who bought Nescafé as failing 
to plan household purchases and sched- 
ules well; 12 per cent described the 
woman who bought Maxwell House 
this way. 

3- 4 per cent described the Nescafé woman 
as thrifty; 16 per cent described the 
Maxwell House woman as thrifty. 

12 per cent described the Nescafé wo- 
man as spendthrift; o per cent described 
the Maxwell House woman this way. 

4. 16 per cent described the Nescafé 

woman as not a good wife; o per cent 
described the Maxwell House woman 
this way. 
4 per cent described the Nescafé woman 
as a good wife; 16 per cent described 
the Maxwell House woman as a good 
wife. 


A clear picture begins to form here. 
Instant coffee represents a departure 
from “home-made” coffee, and the tra- 
ditions with respect to caring for one’s 
family. Coffee-making is taken seriously, 
with vigorous proponents for laborious 
drip and filter-paper methods, firm be- 
lievers in coffee boiled in a battered 
sauce pan, and the like. Coffee drinking 
is a form of intimacy and relaxation that 
gives it a special character. 

On the one hand, coffee making is an 
art. It is quite common to hear a woman 
say, “I can’t seem to make good coffee,” 
in the same way that one might say, “I 
can’t learn to play the violin.” It is ac- 
ceptable to confess this inadequacy, for 
making coffee well is a mysterious touch 
that belongs, in a shadowy tradition, to 
the plump, aproned figure who is a little 
lost outside her kitchen but who has a 
sure sense in it and among its tools. 


On the other hand, coffee has a pecu- 
liar role in relation to the household and 
the home-and-family character. We may 
well have a picture, in the shadowy past, 
of a big black range that is always hot 
with baking and cooking, and has a big 
enamelled pot of coffee warming at the 
back. When a neighbor drops in during 
the morning, a cup of coffee is a medium 
of hospitality that does somewhat the 
same thing as cocktails in the late after- 
noon, but does it in a broader sphere. 

These are real and important aspects 
of coffee. They are not physical charac- 
teristics of the product, but they are real 
values in the consumer’s life, and they 
influence his purchasing. We need to 
know and assess them. The “labor-sav- 
ing” aspect of instant coffee, far from 
being an asset, may be a liability in that 
it violates these traditions. How often 
have we heard a wife respond to “This 
cake is delicious!’ with a pretty blush 
and “Thank you—I made it with such 
and such a prepared cake mix.” This 
response is so invariable as to seem al- 
most compulsive. It is almost unthink- 
able to anticipate a reply “Thank you, 
I made it with Pillsbury’s flour, Fleisch- 
man’s yeast, and Borden’s milk.”’ Here 
the specifications are unnecessary. All 
that is relevant is the implied “I made 
it”—the art and the credit are carried 
directly by the verb that covers the proc- 
ess of mixing and processing the ingre- 
dients. In ready-mixed foods there seems 
to be a compulsive drive to refuse credit 
for the product, because the accomplish- 
ment is not the housewife’s but the 
company’s. 

In this experiment, as a penalty for 
using “synthetics” the woman who 
buys Nescafé pays the price of being 
seen as lazy, spendthrift, a poor wife, 
and as failing to plan well for her family. 
The people who rejected instant coffee 
in the original direct question blamed 


4. 
q 
Ca 


653 


THE JOURNAL OF MARKETING 


its favor. We may well wonder if their 
dislike of instant coffee was not to a 
large extent occasioned by a fear of being 
seen by one’s self and others in the role 
they projected onto the Nescafé woman 
in the description. When asked directly, 
however, it is difficult to respond with 
this. One can not say, “I don’t use Nes- 
café because people will think I am lazy 
and not a good wife.” Yet we know from 
these data that the feeling regarding 
laziness and shiftlessness was there. 
Later studies (reported below) showed 
that it determined buying habits, and 
that something could be done about it. 


Analysis of Responses 


Some examples of the type of response 
received will show the kind of material 
obtained and how it may be analyzed. 
Three examples of each group are given 
below. 


Descriptions of a woman who bought, 
among other things, Maxwell 
House Coffee 


“I'd say she was a practical, frugal woman. 
She bought too many potatoes. She must 
like to cook and bake as she included baking 
powder. She must not care much about her 
figure as she does not discriminate about the 
food she buys.” 

“The woman is quite influenced by ad- 
vertising as signified by the specific name 
brands on her shopping list. She probably is 
quite set in her ways and accepts no sub- 
stitutes.” 

“I have been able to observe several hun- 
dred women shoppers who have made very 
similar purchases to that listed above, and 
the only clue that I can detect that may have 
some bearing on her personality is the Del 
Monte peaches. This item when purchased 
singly along with the other more staple foods 
indicates that she may be anxious to please 
either herself or members of her family with 
a ‘treat.’ She is probably a thrifty, sensible 
housewife.” 


Descriptions of a woman who bought, 
among other things, Nescafé 
Instant Coffee 


“This woman appears to be either single 
or living alone. I would guess that she had 
an office job. Apparently, she likes to sleep 
late in the morning, basing my assumption 
on what she bought such as Instant Coffee 
which can be made in a hurry. She probably 
also has can [sic] peaches for breakfast, cans 
being easy to open. Assuming that she is just 
average, as opposed to those dazzling nat- 
ural beauties who do not need much time 
to make up, she must appear rather sloppy, 
taking little time to make up in the morning. 
She is also used to eating supper out, too. 
Perhaps alone rather than with an escort. 
An old maid probably.” 

“She seems to be lazy, because of her 
purchases of canned peaches and instant 
coffee. She doesn’t seem to think, because 
she bought two loaves of bread, and then 
baking powder, unless she’s thinking of 
making cake. She probably just got mar- 
ried.” 

“T think the woman is the type who never 
thinks ahead very far—the type who always 
sends Junior to the store to buy one item 
at a time. Also she is fundamentally lazy. 
All the items, with possible exception of the 
Rumford’s, are easily prepared items. The 
girl may be an office girl who is just living 
from one day to the next in a sort of hap- 
hazard sort of life.” 


As we read these complete responses 
we begin to get a feeling for the picture 
that is created by Nescafé. It is particu- 
larly interesting to notice that the Nes- 
café woman is protected, to some extent, 
from the opprobrium of being lazy and 
haphazard by being seen as a single 
“office girl”—a role that relieves one 
from guilt for not being interested in 
the home and food preparation. 

The references to peaches are signifi- 
cant. In one case (Maxwell House) they 
are singled out as a sign that the woman 
is thoughtfully preparing a “treat” for 
her family. On the other hand, when the 
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Nescafé woman buys them it is evidence 
that she is lazy, since their “‘canned” 
character is seen as central. 

In terms of the sort of results presented 
above, it may be useful to demonstrate 
the way these stories are coded. The 
following items are extracted from the 
six stories quoted: 


Maxwell House Nescafé 
I. practical I. single 
frugal office girl 
likes to cook sloppy 
old maid 


2. influenced by advertising 2. lazy 
set in her ways does not plan 


newlywed 
3. interested in family 3. lazy 
thrifty does not plan 
sensible office girl 


Items such as these are culled from each 
of the stories. Little by little categories 
are shaped by the content of the stories 
themselves. In this way the respondent 
furnishes the dimensions of analysis as 
well as the scale values on these dimen- 
sions. 


Second Test 


It is possible to wonder whether it is 
true that the opprobrium that is heaped 
on the Nescafé woman comes from her 
use of a device that represents a short- 
cut and labor-saver in an area where 
she is expected to embrace painstaking 
time-consuming work in a ritualistic 


way. To test this a variation was intro. 
duced into the shopping lists. In a second 
experiment one hundred and fifty house- 
wives were tested with the form given 
above, but a sample was added to this 
group which responded to a slightly dif- 
ferent form. If we assume that the re- 
jection in the first experiment came from 
the presence of a feeling about synthetic 
shortcuts we might assume also that the 
addition of one more shortcut to both 
lists would bring the Maxwell House 
woman more into line with the Nescafé 
woman, since the former would now have 
the same guilt that the Nescafé woman 
originally had, while the Nescafé woman, 
already convicted of evading her duties, 
would be little further injured. 

In order to accomplish this a second 
prepared food was added to both lists. 
Immediately after the coffee in both 
lists the fictitious item, “Blueberry Fill 
Pie Mix” was added. The results are 
shown in the accompanying table. 

It will be seen immediately, in the first 
two columns, that the group to whom the 
original form of the list were given showed 
the same kind of difference as reported 
above in their estimates of the two wo- 
men. The group with an additional pre- 
pared food, however, brought the Max- 
well Coffee woman down until she is 
virtually undistinguishable from the 
Nescafé. There seems to be little doubt 
but that the prepared-food-character, 


Tas_e I, Personatiry CHARACTERISTICS AsCRIBED To Users OF PREPARED Foops 


No Prepared Food 
(Maxwell House 
alone) 


If They Use 


Nescafé | Maxwell House 


Nescafé 
(alone) (plus Pie Mix) 


(plus Pie Mix) 


They are seen as: 


Number PerCent\| Number PerCent| Number PerCent| Number Per Cent 


Not Economical 12 17 24 32 6 30 7 35 
Lazy 8 II 46 62 5 25 8 40 
Poor Personality and 
Appearance 28 39 39 53 7 35 8 40 
N= 72 74 20 20 
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and the stigma of avoiding housewifely 
duties is responsible for the projected 
personality characteristics. 


Relation to Purchasing 


It is still relevant to ask whether the 
existence of these feelings in a potential 
consumer is related to purchasing. It is 
hypothesized that these personality de- 
scriptions provide an opportunity for 
the consumer to project hopes and fears 
and anxieties that are relevant to the 
way the product is seen, and that they 
represent important parts of her motiva- 
tion in buying or not buying. To test this 
hypothesis, a small sample of fifty 
housewives, comparable in every way to 
the group just referred to, was given the 
original form of the shopping list (Nes- 
café only). In addition to obtaining the 
personality description, the interviewer, 
on a pretext, obtained permission to look 
at her pantry shelves and determine 
personally whether or not she had in- 
stant coffee of any brand. The results of 
this investigation are shown in the ac- 
companying table. 


buy instant coffee herself. The projected 
unacceptable characteristics go with 
failure to buy, and it does not seem un- 
warranted to assume that the association 
is causal. 

Furthermore, these projected traits 
are, to some extent, additive. For in- 
stance, if a respondent describes the 
woman as having one bad trait only, 
she is about twice as likely not to have 
instant coffee. However, if she sees her 
as having two bad traits, and no good 
ones (e.g., lazy, can not cook), she is 
about three times as likely not to have 
instant coffee as she is to have it. On the 
other hand, if she sees her as having two 
good traits (e.g., economical, cares for 
family), she is about six times as likely to 
have it as not. 

It was pointed out earlier that some 
women felt it necessary to “excuse” the 
woman who bought Nescafé by suggest- 
ing that she lived alone and hence could 
not be expected to be interested in 
cooking, or that she had a job and did 
not have time to shop better. Women 
who had instant coffee in the house 


Taste II 


2 


By Women Who Had By Women Who Did Not 


The woman who buys Nescafé is seen as: 
(N= 32) (N=28) 
Number Per Cent Number Per Cent 
Economical** 22 7O 5 28 
Not economical ° ° 2 II 
Can not cook or does not like to** 5 16 Io 55 
Plans balanced meals* 9 29 2 11 
Good housewife, plans well, cares about family** 9 29 ° ° 
Poor housewife, does not plan well, does not care about family* 5 16 7 39 
Lazy* 6 19 7 39 


* A single asterisk indicates that differences this great would be observed only 5 times out of 100 in repeated 


samplings of a population whose true difference is zero. 


** A double asterisk indicates that the chances are 1 in 100. We are justified in rejecting the hypothesis that there 


is no difference between the groups. 


The trend of these data shows con- 
clusively that if a respondent sees the 
woman who buys Nescafé as having 
undesirable traits, she is not likely to 


found excuses almost twice as often as 
those who did not use instant coffee (12 
out of 32, or 42 per cent, against 4 out of 
18, or 22 per cent). These “excuses” are 
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vitally important for merchandizing. The 
need for an excuse shows there is a bar- 
rier to buying in the consumer’s mind. 
The presence of excuses shows that there 
is a way around the barrier. The content 
of the excuses themselves provides 
valuable clues for directing appeals to- 
ward reducing buying resistance. 


CoNCLUSIONS 


There seems to be no question that in 
the experimental situation described 
here: 


(1) Motives exist which are below the 
level of verbalization because they are 
socially unacceptable, difficult to ver- 
balize cogently, or unrecognized. 

(2) These motives are intimately related 
to the decision to purchase or not to 
purchase, and 


(3) It is possible to identify and assess 


such motives by approaching them 
indirectly. 


Two important general points come 
out of the work reported. The first is in 
the statement of the problem. It is 
necessary for us to see a product in terms 
of a set of characteristics and attributes 
which are part of the consumer’s “‘private 
world,” and as such may have no simple 
relationship to characteristics of the 
object in the “real” world. Each of us 
lives in a world which is composed of 
more than physical things and people. 
It is made up of goals, paths to goals, 
barriers, threats, and the like, and an 


individual’s behavior is oriented with 
respect to these characteristics as much 
as to the “objective” ones. In the area 
of merchandizing, a product’s character 
of being seen as a path to a goal is usually 
very much more important as a determi- 
nant of purchasing than its physical di- 
mensions. We have taken advantage of 
these qualities in advertising and mer- 
chandizing for a long time by an intuitive 
sort of “playing-by-ear” on the subjec- 
tive aspects of products. It is time fora 
systematic attack on the problem of the 
phenomenological description of objects. 
What kinds of dimensions are relevant 
to this world of goals and paths and bar- 
riers? What kind of terms will fit the 
phenomenological characteristics of an 
object in the same sense that the centi- 
metre-gram-second system fits its physi- 
cal dimensions? We need to know the 
answers to such questions, and the psy- 
chological definitions of valued objects. 

The second general point is the 
methodological one that it is possible, 
by using appropriate techniques, to find 
out from the respondent what the phe- 
nomenological characteristics of various 
objects may be. By and large, a direct 
approach to this problem in terms of 
straightforward questions will not yield 
satisfactory answers. It is possible, how- 
ever, by the use of indirect techniques, 
to get the consumer to provide, quite 
unselfconsciously, a description of the 
value-character of objects in his environ- 
ment. 
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TRENDS IN ENFORCEMENT OF THE 
ANTIMONOPOLY LAWS 


CORWIN D. EDWARDS 


Eprror’s Note: This paper was presented before the 
American Business Law Institute on December 28, 1949. 
Where such terms as “this year” and “last month” appear 
in it, they refer to the calendar year 1949. In presenting 
the paper, Mr. Edwards said that it is an expression of 
his personal views—not a statement of the official views of 
the Federal Trade Commission. 


HE enforcement of the laws against 

monopoly appears to be entering a 
transition stage. A few years ago, at the 
outbreak of the war, most of the impor- 
tant antimonopoly cases were concerned 
with abuse of patent rights or participa- 
tion in international cartels. In the 
patent field there was a no-man’s land 
of uncertain law at the boundary be- 
tween the patent laws and the antitrust 
laws. In the international cartel field 
many conspiracies to allocate world 
markets in ways that had political as 
well as economic significance had been 
too long neglected. 

Today the patent cases and the inter- 
national cartel cases have become almost 
as commonplace as cases of price fixing 
among members of a trade association. 
Many of the uncertainties about the 
bearing of the antitrust laws upon 
patents have been removed by judicial 
decision. Successful proceedings against 
international cartels have proved to be 
substantially similar to proceedings 
against domestic conspiracies to fix 
prices, allocate markets, and coerce or 
destroy competitors. Patent cases and 
cartel cases continue to be frequent and 
important, like cases involving the older 
forms of domestic price fixing. But their 
nature and their contribution to the 


maintenance of competition has become 
clear. 


Federal Trade Commission 


Tue oF or Firm 


Today a new set of issues is coming to 
the fore. It springs from a growing aware- 
ness of the significance of the size and 
power of great corporations which are not 
monopolies in the old-fashioned sense, 
and from concern over the effectiveness 
and subtlety of the means by which such 
corporations can coerce their competitors 
and control their markets. There is a 
ferment of interest in problems associ- 
ated with bigness, not only in the law 
enforcement agencies but in the Congress 
and in the courts. A sub-committee of the 
House Judiciary Committee, which has 
been exploring means of strengthening 
the American competitive policy, has 
focussed much of its time and attention 
upon the concentration of economic 
power. Testifying before this committee, 
the Assistant Attorney General in charge 
of the Antitrust Division of the Depart- 
ment of Justice urged investigation of 
various factors that cause excessive con- 
centration, including mergers, consolida- 
tions and acquisitions, huge amounts of 
capital available for investment in the 
hands of big corporations, and control 
over natural resources and raw materials. 
In a 1948 report on the merger move- 
ment, the FTC renewed its long standing 
recommendation that the Clayton Act 
be amended to prevent corporations 
from acquiring the assets of their com- 
petitors where the effect may be to sub- 
stantially lessen competition. A bill for 
this purpose has passed the House of 
Representatives and will be pending 
before the Senate when Congress recon- 
venes. In an emphatic dissent in the 
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California Standard Oil case, Mr. Justice 
Douglas said last summer that the trend 
of judicial opinion has deflected the anti- 
trust laws in a way that favors monopoly. 
He said that the laws had been made 
sharply effective against loose price fixing 
arrangements, illegal extensions of the 
power of a patent, and overt monopolistic 
tactics, but that “when it comes to 
monopolies built in gentlemanly ways— 
by mergers, purchases of assets and 
control and the like—the teeth have 
been largely drawn from the Act.” 

My purpose in this paper is not to 
review expressions of discontent with 
the present laws, nor to analyze the vari- 
ous problems associated with bigness 
and the extent to which existing law 
does or does not provide a satisfactory 
means to cope with them. I shall confine 
myself to a more limited subject—the 
way in which the problem of bigness has 
affected, and is affecting, the cases 
brought by the law enforcement agen- 
cies. 

In spite of a good deal of public clamor 
which asserts the contrary, cases under 
the present antimonopoly laws are not 
based upon a charge that bigness is un- 
lawful per se. The Court of Appeals for 
the Seventh Circuit recently declared 
that this is not the law, in an opinion, de- 
livered this year, which sustained the 
conviction of New York Great Atlantic 
& Pacific Tea Company for violating the 
Sherman Act. The Assistant Attorney 
General in charge of the Antitrust Divi- 
sion has repeatedly said that he starts 
antitrust proceedings not because a 
company is big but because it uses its 
size for unlawful practices or purposes. 
Nevertheless, the peculiar status of the 
large corporate enterprise has a substan- 
tial effect upon most of the proceedings 
in which large enterprises are involved. 
As the court said in the A & P decision 
already mentioned, size becomes an 


earmark of monopoly power because it 
carries with it opportunity for abuse, 
The step from bigness to control of the 
market is a short one, and there are 
many ways in which lawful bigness de- 
velops into unlawful conspiracy or 
monopoly. 


Price ConsPIRACY 


In an industry dominated by a few 
large concerns, the problem of price 
fixing conspiracy changes its character, 
So long as enterprises are small and 
numerous, there can be no conspiracy 
that does not leave a broad and unmis- 
takable trail. If prices are to be fixed, 
small and numerous concerns must get 
together, must take and record formal 
decisions, and must set up machinery to 
determine whether or not decisions are 
being carried out. Collective activities 
like these are clearly different from the 
ordinary exercise of managerial discre- 
tion in running a competitive business. 
But when enterprises become few and 
large the picture changes. Executives of 
all important concerns in an industry 
can come together around a lunch table 
or on a golf course. Continuous close 
association can provide the basis for 
informal understanding with a miniumm 
of written record and a minimum of sub- 
sequent policing. The mechanics of 
reaching an agreement, in other words, 
are no longer obvious. Furthermore, an 
agreement among large companies can 
often be made to look like the ordinary 
conduct of business, so that a casual 
observer does not see or understand it 
and the expert investigator has difficulty 
ascertaining its character. It is no acci- 
dent that in recent proceedings in which 
conspiracy to fix prices has been charged, 
those who were accused have protested 
loudly that they were merely engaged 
in competition and have accused the 
law enforcement agencies of trying to 
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prevent them from acting independently 
in their own business interest. 

In a highly concentrated industry the 
typical price fixing arrangement devel- 
ops simply and subtly. As concerns be- 
come larger and fewer, each large enter- 
prise becomes aware that competition 
with its large rivals may be a costly 
and risky business because of the power 
of those rivals and their ability to stand 
great losses. There is a persistent incen- 
tive for each large enterprise to seek out 
customers or market areas or types of 
product that are relatively unimportant 
to the other big producers; for it is easier 
to expand where opposition is absent 
or weak than where it is strong. Thus, 
so far as possible, the big enterprises 
bypass, supplement, or complement each 
other instead of competing with each 
other. As the business in which they 
are directly competitive decreases in 
amount and importance, they have a 
decreasing incentive to take risks and 
sacrifice profits in a struggle over that 
business. It is much simpler for each 
of them to recognize the primacy of the 
others as to parts of the market in which 


_ those others have some sort of tactical 
_ advantage or historical claim, hoping 
' that in return its own primacy will be 

recognized where it has or claims advan- 


tage. Such a live-and-let-live policy is 


_ likely to mitigate and moderate compe- 
| tition in any field that is occupied by a 


few large enterprises. Yet it takes only 
a modest increase in the precision and 
tightness of this kind of mutual acquies- 
cence in leadership to bring about a price 
fixing conspiracy as effective as any 
old-fashioned document signed in blood. 


| A hardening of the intent to defer to 


each leader’s decisions within the area 
of his leadership; some device to identify 
the portion of the market in which each 
large concern is to take the lead; some 
device to inform the followers about the 


decision of the leader so that they can 
follow readily—add only these elements, 
and the marketing policies of the large 
enterprises can march together with 
unerring precision. In some industries 
the purpose to avoid competition and 
the necessary devices to make such a 
conspiracy effective were worked out 
crudely in meetings and formal agree- 
ments decades ago when enterprises were 
smaller and more numerous, so that now, 
when concerns are fewer and larger, 
the purpose is taken for granted and the 
means have become well understood 
trade practices that require no further 
tinkering. In some industries, if there 
ever were such formal agreements there 
is no evidence of them. So far as the 
record shows, an accretion of trade prac- 
tices has gone along with a slowly devel- 
oping mutual understanding, which now 
has the legal significance and the eco- 
nomic effect of complete agreement. In 


some industries the NRA period set the . 


pattern with Government sanction, and 
trade practices established under the 
code have been continued by general 
tacit assent. Whatever the historical 
peculiarities of the particular industry, 
the pattern of this kind of conspiracy 
allocates among the principal concerns 
in the industry the authority to take the 
lead in making price decisions applicable 
to particular parts of the industry’s busi- 
ness, and assigns to all concerns in the 
industry the obligation to follow the 
established leader except where they are 
themselves leaders. 

The difficulties in coping with this 
kind of conspiracy lie in obtaining evi- 
dence and devising effective remedies 
rather than in developing legal concepts. 
When minds meet in an arrangement to 
fix prices, an illegal conspiracy has been 
established regardless of the subtlety of 
the process by which the result is brought 
about. The problem that confronts a 
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law enforcement agency is to determine 
when the minds have met and to bring 
together proof of the fact. In this kind 
of conspiracy prices are likely to be 
identical because all the followers accept 
and duplicate the leader’s prices. But 
under conditions of intense competition 
prices may be identical too. The investi- 
gator’s problem is to examine the trade 
practices through which leaders are 
selected and knowledge of their decisions 
is disseminated, in a search for overt 
agreements on some of the supporting 
details; and if such overt agreements are 
lacking, as they may be, to examine the 
marketing practices of the industry in 
great detail in order to see whether there 
are circumstances that cannot be ex- 
plained by competition but can be ex- 
plained only by the existence of con- 
spiracy. Proof in such a conspiracy case 
is likely to depend largely upon circum- 
stantial evidence, much of which is 
economic evidence about the behavior of 
prices, the flow of commodities, the rela- 
tion of prices to costs, and similar mat- 
ters. In the FTC’s price fixing cases 
attention has often centered upon minu- 
tiae which were important, not for them- 
selves, but because identical behavior in 
such matters is hard to achieve without 
careful and concerted planning. The 
courts have been hospitable to economic 
evidence and to circumstantial evidence, 
and consequently the laws against mo- 
nopoly have been effective tools for use 
against subtle conspiracies. But the cost 
of investigating and trying a conspiracy 
case has gone up, so that the complexity 
of the problem of proof limits the speed 
and scope of enforcement activity. 

The greatest difficulty confronting a 
law enforcement agency about this kind 
of conspiracy is provision of a satisfac- 
tory remedy after the case is won. 
Merely to punish the offenders and rely 
in the future upon deterrent effects of 


anticipated punishment is likely not to 
be enough; for, once this kind of con- 
spiracy has become well established, it is 
so built into the institutions of the mar- 
ket that mere observance of the same 
trade practices, the same methods of 
price quotation, and the like, may be 
sufficient so keep the conspiracy going. 
What is needed is a break between the 
past and the future. Yet the nature of 
the break is not easy to devise. Parties 
to the conspiracy may be required to 
change their methods of quoting prices or 
to cease using their old means of ex- 
changing price information. An effort 
may be made to introduce uncertainties 
that prevent one seller from knowing in 
advance what another seller will do. 
Sellers may be enjoined from continuing 
to respond to the old signals in the old 
way. Buyers may be given new oppor- 
tunities to protect themselves. But how- 
ever ingenious such remedies may be, 
they all involve two dangers: first, that 
the Government may prescribe ways of 
doing business that are not suited to 
economic conditions in the industry and 
that unduly hamper private initiative; 
and second, that the parties to the con- 
spiracy may be able, by slight changes 
in their methods of doing business, to 
develop new ways of determining who 
shall be leader in each part of the market 
and of disseminating information about 
what each leader has decided to do. 

Thus where companies have become 
big and few, their bigness jeopardizes 
effective enforcement of the law against 
price fixing. 


Unrair ComPETITIVE PRACTICES 


Bigness has a similar effect on the en- 
forcement of the law against coercive 
practices and against practices that ex- 
clude competitors from the market. 
When enterprises are numerous and 
small, the means available for one which 
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wishes to coerce its fellows are relatively 
crude and easy to detect. Indeed, joint 
action by a number of small enterprises 
is likely to be necessary if they are to 
coerce anyone effectively. It is easy to 
prevent boycotts and similar forms of 
intimidation and exclusion. 

By contrast, the coercive influence 
which a large concern can exert upon a 
smaller one may leave no clear trail. The 
resources of the great enterprise may be 
so large, and its capacity to use them 
for the destruction of any selected small 
rival may be so obvious, as to make the 
mere existence of the large concern a 
standing threat that to incur its dis- 
pleasure is to risk a business death sen- 
tence. In such instances docility is 
induced in the small enterprise through 
its own imagination, and the large enter- 
prise enjoys the benefits thereof without 
threatening or engaging in any overt act. 
The classic example of this kind of 
docility is found in the testimony of the 
president of the Riverside Metal Com- 
pany before the Temporary National 
Economic Committee. When asked why 
he had not reduced the price of his prod- 
uct when the price of his raw material 
fell, he replied, ““Well, of course, I would 
not make a reduction in the base price 
of beryllium copper unless the American 
Brass made a price reduction in beryllium 
copper.” When asked if this meant that 
he exercised no individual judgment as 
to the price he charged for his product, 
he replied, “Well, I think that is about 
what it amounts to; yes, sir,” and added, 
“The industry is one of price leadership 
and a small company like ours, making 
less than 13 per cent of the total, we 
have to follow. . . . ”” He said no one had 
told him that he must follow. He was 
then asked, “Did you have a feeling that 
something might happen if you didn’t?” 
He replied, “I don’t know what would 
happen.” To the question, “You don’t 


want to find out, do you?” he made no 
answer. 

Unless power to coerce is to be re- 
garded as unlawful even when not 
overtly exercised, situations like this 
present nothing for the law enforcement 
agency to proceed against. The inde- 
pendence and initiative of small business 
are eaten away and competition stops 
while the large enterprise basks in the 
sun without flexing its muscles. 

When the large enterprise acts to 
coerce or exclude its small competitors, 
however, the law enforcement agencies 
take action in their turn. Recent cases 
contain a variety of examples of prac- 
tices with a coercive or exclusive effect 
which big concerns are charged with 
using. In some of these cases the courts 
have sustained the charges, whereas in 
others the truth or falsity of the allega- 
tions has not yet been adjudicated. 

In the case against the New York 
Great Atlantic and Pacific Tea Com- 
pany, the circuit court of appeals em- 
phasized the company’s refusal to make 
further purchases from suppliers who 
would not give it a differential price ad- 
vantage and treated this refusal as the 
equivalent of an unlawful boycott be- 
cause of the size and power which A& P 
enjoyed. The court also treated the com- 
pany’s sale of food below cost at retail in 
some areas as a monopolistic practice 
because of the company’s ability to sub- 
sidize these sales from the proceeds of 
its business in other areas in a way that 
small independent competitors could not 
do. In the case against American Can 
Co., decided last November, the district 
court held that the systematic refusal of 
the company to lease its can-closing 
machines to canners who do not contract 
to buy from the company all the cans 
they will require over a five-year period 
violates Section 3 of the Clayton Act, in 
view of the position which American 
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Can occupies in the industry. In the Na- 
tional Lead case, the Supreme Court 
held in 1948 that patent exchanges of 
the kind engaged in by the defendants 
were not inherently unlawful but were 
instruments of unlawful restraint when 
they were established between two 
companies which together controlled the 
market. The fact that there had been no 
challenge of the validity of any of the 
patents was treated by the court as per- 
suasive evidence of the power and re- 
structive intent of the combination. In 
the Schine Chain Theatre case, termin- 
ated by consent decree last June, the de- 
cree forbids the company to bid on more 
than 60 per cent of the first-run films 
offered for exhibition in towns where 
there are bidders that are not members 
of the Schine Chain. Each theatre that 
is a member of the chain is also required 
to bid independently for its own require- 
ments. In the Northern Pacific Railway 
Co. case, instituted last May, the Gov- 
ernment charges that, in granting leases 
for land, the company has required that 
supplies shipped to the lessees and prod- 
ucts produced by the lessees shall be car- 
ried exclusively over the Northern Paci- 
fic Railway and that the products shall 
be sold to vendees who will also ship ex- 
clusively over that railway. 

Most significant of all in indicating the 
close connection between coercive and 
exclusive activity, on the one hand, and 
size, on the other, are the cases involving 
the vertical integration of a large com- 
pany or the alliance of two or more large 
companies that are vertically related in 
the market. In the Paramount Pictures 
case, the courts have found the Sherman 
Act violated by the fact that a large 
film producer and distributor owns large 
numbers of strategically placed moving 
picture theatres. The opinion in the case 
holds that vertical integration is not 
illegal per se, but that it becomes so 


when it becomes part of a scheme to 
control an appreciable segment of the 
market, or where there is the power and 
purpose to exclude competitors. After 
considerable litigation over remedies, a 
consent decree was entered under which 
a considerable number of theatres will 
be sold by Paramount, in order to create 
an opportunity for the appearance of 
independent first-run competitors, and 
the rest of the theatres will be owned by 
a separate company, subject to a voting 
trust designed to prevent control of 
policy by Paramount. 

In the Western Electric case, the 
Government charges that Western has 
acquired an unlawful monopoly of the 
manufacture of telephone equipment 
through the fact that American Tele- 
phone and Telegraph Co., which controls 
Western, makes substantially all of its 
purchases from Western and requires the 
operating companies controlled by 
A.T.&T. to buy from Western also. The 
Government asks that A.T.&T.’s con- 
trol of Western be terminated, that 
Western be divided into three companies, 
that patents be thrown open for general 
license, and that A.T.&T. and its sub- 
sidiaries be required to buy their tele- 
phone equipment through competitive 
bidding. 

The duPont case, filed last June, is 
the most ambitious and significant ex- 
pression of the general principle that 
underlies this group of cases. The du- 
Pont Co. is said to own, directly or in- 
directly, about 23 per cent of the stock 
of General Motors and about Ig per cent 
of the stock of U. S. Rubber, and through 
this stock ownership, supplemented by 
interlocking directors and officers, to 
control both of these large companies. As 
a result of this relationship, it is charged, 
the three companies reciprocally provide 
markets for each other on preferential 
terms; duPont grants secret discrimina- 
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tory rebates to General Motors; U. S. 
Rubber gives preferential prices to Gen- 
eral Motors; there is an exchange of tech- 
nological information sometimes on an 
exclusive and sométimes on a preferen- 
tial basis; fields of manufacture are so 
divided that none of the three companies 
competes inconveniently with the other 
two; and concerns which supply goods 
to any one of the three are induced to 
buy their own requirements from the 
three companies rather than from the 
competitors of these companies. 

Whether or not particular charges in 
the foregoing cases are well founded, 
the broad principle of the cases is, in 
my opinion, correct and of outstanding 
significance. It is that acts which have 
no coercive or exclusive effect when 
performed by small competitors may 
acquire such effects when they are 
performed by large companies. Condi- 
tions attached to sales or leases may 
enable the large seller to preempt the 
market. Aggressive use of buying and 
selling power may entail discriminations 
that necessarily destroy small rivals. 
Preference for particular customers or 
sources of supply may cease to be a mere 
harmless exercise of the freedom to select 
customers and become instead a suffi- 
cient means to enable the preferred con- 
cern to dominate or monopolize its own 
market. Thus, as the courts have recog- 
nized in recent cases, special limits 
upon the activity of great enterprises 
may become necessary to prevent these 
giants from attaining or perpetuating a 
coercive control over their rivals and 
from depriving their rivals of the oppor- 
tunity to do business. 


Monopo.ty Power 


Closely related to these problems of 
coercion and exclusion is the problem of 
monopoly power. In the old concept of 
monopoly, a single giant concern was 


able both to exploit its customers and 
to coerce, intimidate, or exclude its 
small competitors. In an _ increasing 
number of industries, this concept is 
obsolete. Most of the market is shared 
among two, three, four, or five large 
enterprises, which may be of compar- 
able size. Any one of them may have 
power to coerce or intimidate the remain- 
ing small enterprises, but they cannot 
coerce or intimidate each other. Where 
these large concerns act in concert, they 
are likely to give rise to the problem of 
conspiracy that I have already dis- 
cussed. But where each has staked out 
a sphere of influence sufficiently separate 
from the others to avoid competition and 
to make conspiracy unnecessary, there 
is a new type of monopoly problem. In 
such instances each large enterprise con- 
trols a part of the market, and collec- 
tively the large enterprises control all of 
it. Yet no one of them has the position 


and unmatched power of the old-fash- - 


ioned monopoly. 

The law enforcement agencies are in 
process of facing this problem squarely, 
and there is some indication that the 
courts will entertain proceedings directed 
against this kind of monopoly power. 
Ever since 1890, the Sherman Act has 
forbidden monopolization of “any part” 
of commerce. In recent cases this pro- 
vision has been so interpreted that the 
law can be applied against such group 
monopolization. In the chain store cases, 
the Department of Justice concurrently 
made charges of monopoly against Great 
Atlantic & Pacific Tea Company, Kroger 
Grocery and Baking Company, and 
Safeway Stores, in spite of the fact that 
these great food distributing enterprises 
jointly occupy the field of retail food dis- 
tribution and, in some parts of the coun- 
try, occupy it alongside each other. A& P 
was convicted, and the conviction was 
sustained on appeal. The other two cases 
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were settled by pleas and fines. In the 
meat packing case, instituted last sum- 
mer, the Department of Justice is re- 
questing that each of the great meat 
packers be dissolved on the ground that 
collectively they enjoy a monopoly of 
the packing business. 

Moreover, the law is being so inter- 
preted that if a seller is the sole or princi- 
pal supplier of a single customer the 
relationship may be called monopoly 
provided that customer constitutes a 
significantly large part of the total 
available market. This principle, clearly 
enunciated by the court in the Yellow 
Cab case, is being invoked by the De- 
partment of Justice in the current pro- 
ceeding against duPont, General Motors, 
and U. S. Rubber, already referred to. 
Purchases by General Motors, in particu- 
lar, are regarded as so large a part of the 
total market available to suppliers of 
materials for automobile manufacture 
that preemption of the General Motors 
part of the market is thought to consti- 
tute monopolization of a part of com- 
merce. 

Until the meat case and the duPont 
case, and perhaps other similar cases, 
have been finally decided, it will not be 
possible to say whether or not the pres- 
ent law covers the entire problem of 
divided monopoly. It is clear, however, 
that bigness can, and frequently does, 
raise the problem. Because of the devel- 
opment of groups of large concerns, pro- 
ceedings against monopoly become nec- 
essary in more industries and under 
more complicated circumstances than 
would otherwise be the case. At the 
same time, the distinction between un- 
lawful monopoly and the lawful opera- 
tion of a relatively large enterprise be- 
comes smaller and less sharp. 


ConcLusIoNn 
Thus, whether one is concerned with 
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conspiracy, with unfair competitive prac- 
tices, or with monopoly, the growth of 
large business enterprises has tended to 
complicate the problem, to enhance the 
difficulties of the law enforcement agen- 
cies, and to make it necessary for law 
enforcement activities to challenge types 
of behavior and of business structure 
that would have remained unchallenged 
in a world of small business. Speaking in 
1939 on the subject, “Can the Antitrust 
Laws Preserve Competition?” I pointed 
out that large business units raise prob- 
lems of leadership and of group monop- 
oly, and remarked that, when large con- 
cerns do not overtly conspire as to their 
terms of sale, successful proceedings in 
group monopoly cases “‘would require 
either that the Government prove that 
a tacit conspiracy existed among those 
involved or that the Government estab- 
lish a new principle, as yet untested in 
the courts, that there may be monopoly 
as the joint effect of the separate action 
of members of a group as well as 
monopoly in a single enterprise.” I 
pointed out, too, that the alternative 
remedies available to the Government 
in such proceedings were to insist that 
in making prices the companies should 
individually “give different weight to 
various strategic considerations than 
they now individually give” or else to 
seek dissolution of the large concerns. 
Since that speech, proceedings against 
the subtler forms of conspiracy have 
become more ambitious and have been, 
on the whole, successful, and different 
forms of challenge to what I then called 
group monopoly have developed. The 
law enforcement agencies have not yet 
solved to their own satisfaction the prob- 
lem of how to limit or influence the busi- 
ness decisions of individual large enter- 
prises in such a way as to avoid tacit 
conspiracy and the exercise of monop- 
olistic control. The Department of Jus- 
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tice has given increased attention to 
various types of proceeding for dissolu- 
tion and divestiture. The FTC has em- 
phasized its need for stronger legal weap- 
ons to prevent objectionable types of 
bigness from developing through merg- 
ers. 

It may be that at some future date 
the Congress will decide that some de- 
gree of bigness is so dangerous to the 
public interest as to be inherently objec- 
tionable and will amend our substantive 
law in accord with this decision. I am 
not concerned here with the question 
whether or not that is likely to happen, 
nor with the question whether or not it 
should happen. Even if the purposes and 
standards of the law remain what they 
are today, the logic of events is likely to 
force the law enforcement agencies in the 


future, as it has forced them in the recent 
past, to pay increased attention to the 
size of business enterprises. For great 
size creates manifold opportunities to 
conspire and to exercise monopoly power, 
and in curbing conspiracies and monopo- 
lies there is frequent need to curb the 
behavior of large enterprises in a way 
that the behavior of small enterprises 
need not be curbed, and there is also fre- 
quent need to reduce the size and alter 
the structure of large enterprises where 
their size and structure are such as 
to have monopolistic consequences. 
Though bigness is not unlawful in itself, 
unlawful conditions that grow out of 
bigness can be dealt with successfully 
only by a policy that takes full account 
of the size and power that produced 
these unlawful conditions. 
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THE STRATEGY OF CONSUMER 
MOTIVATION* 


STEUART HENDERSON BRITT 
McCann-Erickson, Inc. 


N ANALYsIs of the strategy of con- 
A sumer motivation does not imply 
one easy lesson in “how to win con- 
sumers and influence customers.” But it 
does imply a more thorough understand- 
ing of the basic motives of man when he 
behaves like a consumer. 

You might argue, of course, that there 
really is no great problem of consumer 
motivation. Just look around us, you 
might say, at the greatest period of 
economic prosperity that the United 
States has ever known. In the light of 
the present prosperous state of the na- 
tion’s business, why do we need to worry 
about consumers and consumption? 

After all, total consumer dollar income 
in the United States is 190 per cent 
higher than in 1939. And real personal 
income is over 70 per cent more than ten 
years ago. 


MarKETING Facts AND PsycuHo- 
LOGICAL INFORMATION 


But if our prosperity is to continue, 
we must recognize that the much touted 
“buyer’s market” is no empty phrase. 
Our problem is that we have available 
all kinds of facts and figures about mar- 
kets, but that we sometimes forget that 
these markets, after all, are made up of 
human beings. And we simply do not 
have enough information about the 
why’s and wherefore’s of their buying 
behavior. 

It is true that we have access to all 
kinds of market data books, and hand- 

* Speech presented at the National Convention of 
the American Marketing Association, New York City, 
December 27, 1949. 
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books of facts and figures. After proper 
probing in our libraries and files, we 
can find all kinds of authoritative and 
complete indexes of buying power on all 
consumer markets—national, farm, state 
county, and city. We can obtain excellent 
estimates of present “market sizes,” 
and of “distribution channels’”—but 
still fail to learn very much about 
people. 

You and I undoubtedly have seen and 
read dozens of studies on automobiles, 
asparagus, atomizers, appetizers, or 
whatnot, that never came to grips with 
the fundamental problem of why people 
buy. For example, there are detailed 
reports on the soft-drink market which 
tell us the seasonal fluctuation in the 
consumption of soft drinks, the types of 
beverages purchased, the percentage of 
families purchasing, and the average 
monthly family purchases, and so on— 
but we still do not know much about the 
very complicated motives that result in 
the sipping, swallowing, and guzzling by 
Americans of almost one billion cases of 
carbonated beverages annually. The 
factors that will cause millions of men, 
women, and children to take into their 
intestinal tracts various kinds of sweet- 
ened or bubbling liquids in a variety of 
different colors are not easy to explain. 

The point is that, if we would devote 
only one-tenth as much time and money 
to as rigorous a study of this problem as 
we have to a mere counting of people 
and bottles, the sales problems of the 
carbonated beverage industry would be 
simpler. The same reasoning holds for 
automobiles, refrigerators, canned goods, 
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household furnishings, and other major 
industries of America. These industries 
have poured hundreds of thousands of 
dollars into market research—in the 
sense of fact gathering—but have not 
devoted much money to learning about 
the fundamental motives of consumers. 

The record of market research during 
the past decade is an impressive one. 
There are better sampling methods than 
ever before. There is more careful phras- 
ing of questions. There is more accurate 
cross-checking of data. There is better 
interpretation of the significance of the 
facts secured. But we still do not know 
very much about the underlying motives 
that cause most consumers to dress as 
we do, eat as we do, and engage in a 
hundred other acts of our everyday 
existence. 


THE oF CLASSIFYING 
Morives 


“Men learn to be plumbers, drug 
addicts, psychologists, golfers, pinochle 
players, diet cranks, theosophists, fly 
fishermen, head-hunters, yachtsmen, 
camera enthusiasts. The variety of things 
that men learn to do appears a hopeless 
confusion. But there have always been 
efforts to classify the behavior that men 
are prone to learn. Such classifications 
have been in terms of urges or motives, 
passions, desires, interests.’ 

However, when we try to classify 
motives, we run into all sorts of difficul- 
ties. Actually, every social situation is 
different from every other and requires 
a separate analysis. This means that 
there is no such thing as a universal set 
of explanatory motives. Any list of mo- 
tives can be classified under a number of 
different headings; and then someone 
else can rearrange that same list and 
assign them to different headings. 


+ Edwin R. Guthrie, The Psychology of Human Con- 
Hict (New York: Harper & Brothers, 1938) page 89. 


“The trouble with lists of motives lies 
not in their length but in their sharp sep- 
aration of one drive from another, their 
sharp separation of innate from acquired 
need, and their sharp demarcation of 
focus points in the body which are 
supposed to underly motion toward a 
goal. Nevertheless, if these limitations 
are kept in mind, there seems to be a 
distinct value in listing four groups of 
human motives:?” 


Visceral Activity Aesthetic Emo- 
Drives Drives Drives tions 
Hunger Exercise Color Fear 
Thirst Rest Tone Rage 
Air-getting Perseveration Specific quali- Disgust 
ties of taste, 
Temperature Rhythm smell, and Shame 
regulation touch 
Novelty Rhythm etc. 
Sexual 
Exploration etc. 
etc. etc. 


The names for the drives, of course, 
simply indicate convenient abstractions 
from our complex life activities. In other 
words, the visceral drives, activity drives, 
aesthetic drives, and emotions (grouped 
in the table) represent a useful classifi- 
cation of drives or motives which are 
important in human behavior. These are 
not, however, the only possible lists; 
and they occur in conjunction with 
each other in almost infinitely complex 
patterns. 

Thorstein Veblen did not need to have 
a list of motives before him when he 
made the sage observation that a “fancy 
bonnet of this year’s model appeals to 
our sensibilities to-day much more forci- 
bly than an equally fancy bonnet of the 
model of last year; although.. .it 
would be a matter of the utmost diffi- 
culty to award the palm for intrinsic 
beauty to the one rather than to the 


Gardner Murphy, Lois Barclay Murphy, and 
Theodore M. Newcomb, Experimental Social Psychol- 
ogy (New York: Harper & Brothers, 1937) revised 
edition, pages 98-99. 
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other of these structures.” Nor did 
Veblen have a long list of motives in 
mind when he remarked that, “the high 
gloss of a gentleman’s hat or of a patent- 
leather shoe has no more of intrinsic 
beauty than a similarly high gloss on a 
thread-bare sleeve.’* And he gave nu- 
merous examples of how a thing which is 
basically beautiful, but which is not ex- 
pensive, is not thought of as beautiful by 
most consumers. Some intrinsically beau- 
tiful flowers, for instance, pass for 
nothing more than offensive weeds, 


belongs to all sorts of clubs, and insti- 
tutions, and organizations. 

Man the Consumer belongs to a par- 
ticular nationality group—he is a mem- 
ber of a certain community—more often 
than not, he is affiliated with a church— 
he shows allegiance to a political party— 
he pays dues and maintains a member- 
ship in his labor union or professional 
organization—he pays additional dues 
to belong to a lodge or fraternal associ- 
ation—and he may belong to a club of 
some kind. Each and every one of these 


whereas in the florist shop those flowers 
which are the most expensive are usually 
considered the most beautiful. 

After all, man is a complicated animal. 
Because of his (at times) superior intelli- 
gence, he succeeds in making life even 
more complicated for himself than it 
already is. 

But man is more than an animal or a 
physiological being. In addition to his 
basic visceral, activity, and aesthetic 
drives, he is also a social being. He 


8 Thorstein Veblen, The Theory of the Leisure Class 
(New York: Modern Library 1934) page 131. 
* Veblen, same citation as footnote 3, pages 132-133. 


and other social institutions has an 
“emotional pull” for him. Here is where 
we find out about his basic loyalties, his 
beliefs, his prejudices. Consider his 
nationality, his labor union, his club—it 
is areas like these that need investiga- 
tion if we are to obtain an adequate pic- 
ture of Man the Consumer. 

And then we need to find out about his 
special likes and dislikes, and how he 
got them. It is not enough to know 
that a green package is more effective 
than a red package (or vice versa) in 
getting attention for a certain product. 
It is not enough to know that most men 
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prefer cigarettes to other forms of smok- 
ing. It is not enough to know that young 
women use more hand lotions than older 
women. The point is to find out why 
people have these preferences. 

As Kornhauser has said: “Why does a 
man purchase the clothes he does? Is it 
enough to learn that he looks for a suit 
that fits well or that has style and 
quality? Certainly these attitudes tell 
something beyond even more specific 
explanations pertaining to store loca- 
tion, brand name, window display, etc., 
although these, too, are significant. But 
‘fit? may, in terms of more general de- 
sires, mean primarily bodily comfort to 
one man, social distinction to another, 
security from disapprobation to a third, 
or the increased affection of his lady-love, 
or a feeling of effectiveness and proper 
workmanship.” 

I think you will agree that no /ist or 
classification of motives—even the one 
given earlier—is sufficient to answer 
questions of this kind. All that such 
lists can accomplish is to provide us 
with suitable check lists. We can then 
use these lists as guides in attempting 
to understand homo sapiens. 


Princip_es oF MorivaTIONn 


The problem of developing some suit- 
able principles of motivation is equally 
difficult. All of us who have been serious 
students of advertising and selling have 
considered all kinds of different ways for 
obtaining effective emphasis. As you 
know, a great many alternate types of 
appeal have been studied in detail. Con- 
sider the following, for instance: 


Postive appeals versus Negative appeals 
Emotional appeals versus Rational appeals 


* Arthur W. Kornhauser, “The Role of Psychological 
Interpretation in Market Research,” Yournal of Con- 
sulting Psychology, 1941, volume 5, pages 187-193, 
Page 192, 


Suggestive appeals versus Argumentative ap- 


peals 
Consumer appeals versus Product appeals 


Like our lists of motives, however, 
there is no ready-made answer to the 
question of which appeals should be 
used. This depends entirely upon the 
specific sales problem involved. Some- 
times positive appeals are useful, and 
sometimes negative appeals are better. 
The same holds true for emotional versus 
rational appeals, suggestive versus argu- 
mentative appeals, and consumer versus 
product appeals. 

The one eventual aim of advertisers 
and salesmen must be to see that con- 
sumers develop an intensified desire to 
buy. But, in stimulating consumer buy- 
ing, have the best approaches always 
been used? Some critics of advertising 
have not thought so. Thus, Peter Ode- 
gard has said: 


“Have we held up to the American people 
a romantic dream world that can be had for 
the asking?...No one, we are told, can 
be happy, or successful without this new 
gadget or that, without two cars in every 
garage, a beautiful woman on each arm, a 
streamlined home on a high hill with a sum- 
mer place in New England and a winter one 
in California or Miami. All this is fine and 
dandy as a goal. But how do you get all this? 
By the ancient methods of hard work, intel- 
ligence, thrift? Ah, no! Beauty and good 
health, success in business, in courtships 
and marriage can be had by going to your 
local dealer for a box of this or a bottle of 
that—and be sure to get the large economy 
size!’6 


Now, this is not to suggest that adver- 
tising copy should begin to read like a 
treatise on physiology or physics; it is to 


* Peter Odegard, “Advertising in a Consumer 
Economy,” address at Pacific Council Convention of 
American Association of Advertising Agencies, Santa 
Barbara, California, November 6, 1946. 
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question whether such appeals to con- 
sumers can be continued indefinitely, 
with effective results. Remember that 
consumers are human beings with deep- 
seated emotions. They hunger for se- 
curity, for recognition, for health and 
beauty, for a successful marriage, for a 
happy home—such desires are deep and 
abiding. “But is it necessary... in 
seeking to win the consumer’s allegiance 
for a product to appeal to his lust or his 
avarice or his superstitious and synthetic 
fears?””? 

Is it not possible and more propitious 
to appeal to his real motives? We 
should then be in the proud position of 
selling goods and services in such a way 
that people have more confidence in 
them than ever before. Consumers must 
not be regarded as people who can be 
fooled. 

A further problem is that so many 
attempts to influence the consumer 
sound or read pretty much alike. If we 
examine the basic advertising campaigns 
for some leading products, it is difficult 
to find many real differences in the 
underlying advertising themes. One in- 
vestigator has reported the following 
experimental evidence: ‘““We may take 
current issues of any five national maga- 
zines and cut out all the advertisements 
for whiskey, soap, cosmetics, tires, re- 
frigerators, etc., and group them to- 
gether. Although every manufacturer 
will disclaim any similarity of quality 
and service between his and other prod- 
ucts, we find that three out of four of 
the advertisements for each type of prod- 
uct read almost alike. 

“There is no toilet soap that will not 
give the user lovelier skin, no face cream 
that will not secure romance and eternal 
love for the purchaser, and no whiskey 
that is not milder, smoother, and longer 


7 Odegard, same citation as footnote 6. 


aged than all others on the market.’* 

What has all this got to do with princi- 
ples of motivation? The answer is simply 
this. We need to develop some basic 
principles that will help us to under- 
stand consumer buying. The present 
kinds of strategy are not the whole 
answer. 


NEED FoR QUALITATIVE RESEARCH 


What do we really know about such 
things as the following: Why do people 
brush their teeth? Why do people drink 
orange juice? Why do some men smoke 
pipes? Why do some women read the 
Ladies’ Home Fournal? One thing is 
certain—we do not know much about 
the rea/ reasons. 

But if we take an area of behavior, 
like that of teeth brushing, we are begin- 
ning to find out the reasons. This is not 
due to our great acumen as marketing 
men or salesmen or advertisers. It is due, 
instead, to a new discovery—ammoniated 
toothpaste. Practically all toothpaste 
over the years has been advertised and 
sold on the basis that you would havea 
beautiful smile, gleaming teeth, and get 
your man! Yet, some of us with psycho- 
logical training knew that these were 
not the real reasons why most people 
brushed their teeth. 

William A. Yoell, for example, knew 
that the reasons were to get little pieces 
of food unlodged from the teeth, and to 
prevent decay. How did he know? 
Because he had taken the trouble to 
conduct intensive gualitative or depth 
interviews with enough people to find 
out the why’s of their teeth-brushing. 
But almost no one would listen. Yoell’s 
was a voice crying in the wilderness. But 
suddenly, in the last few months, a lot 
of people have now ‘“discovered”—in 


8 Ernest Dichter, “A Psychological View of Advertis- 
ing Effectiveness,” THE JOURNAL OF MARKETING, 1949, 
volume 14, pages 61-66, page 63. 
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terms of the sales of ammoniated tooth- 
paste—that people really brush their 
teeth to prevent decay. 

As marketing people, some of us have 
been so busy quantifying that we have 
forgotten about qualitative research. We 
have added up numbers of people, and 
of pantries, and of products, until we 
have amassed figures without any human 
side. 

Too many market researchers have 
mistakenly thought that mere counting 
of noses was a substitute for thinking. 
Too few people have turned to psycholo- 
gists to find out what they could find 
out about specific motives. 

An enormous number of well inten- 
tioned marketing people have been so 
content with the grinding out of ques- 
tionnaires, which ask people to put little 
check marks after this, that, and the 
other thing, that they have forgotten 
what kind of a human animal they 
are studying. 

They have forgotten all about the 
following psychological facts—and we 
certainly cannot turn them up on ques- 
tionnaires. First of all, almost all people 
have terrific feelings of insecurity. With 
this goes fear and hate and prejudice, 
and sometimes desperate feelings of 
helplessness. Second, and closely related 
to insecurity, is the enormous amount of 
aggression and hostility which is in the 
unconscious thinking of most people. 
Third, almost all people seem to require 
symbols of prestige, in order to bolster 
up their own ego-deflated selves. 

These three psychological facts do not 
represent a short course in psychology. 
Instead, they are just some basic exam- 
ples of the kinds of factors that we have 
to keep constantly in mind if we are to 
understand consumers—in other words, 
people. 

It is my contention that the great 
majority of market research question, 


naires do not come reasonably close to 
finding out why and how people think 
and act as they do. It is too easy for 
the respondent just to check one of the 
answers listed by the interviewer, or to 
give socially desirable responses. This 
tendency to say the socially acceptable 
thing is with all of us most of the time, 
and as researchers we do not get “under- 
neath” it very much. 

If we are observant, however, we can 
get interesting glimpses as to what people 
really think. For example, in paying my 
respects to a luncheon speaker recently, 
following his talk, the man with me also 
thanked him for his “wonderful speech”; 
but then, as the two of us turned away, 
said to me, “I think he is a stinker, and 
that was one of the most terrible 
speeches I have ever heard.” 

All of us have had similar experiences, 
and know that the words people utter 
do not necessarily represent truth. Even 
the reasons people give in all sincerity 
for their behavior are not necessarily 
the real reasons. But some of us are still 
content to hand out mimeographed 
questionnaires, in a debonair manner, 
which are not always very meaningful in 
results. 

This is definitely mot an attack on 
questionnaires. They have an important 
place in almost every market research 
program. I simply want to caution all of 
us against the wholesale acceptance of 
figures or statistics whenever the ques- 
tions could not really produce accurate 
information. I have seen questionnaires 
so badly designed that, no matter how 
many people are interviewed, the re- 
sults are worthless. And so have you. 

Take the problem of learning why 
people do not buy a certain product, or 
why they do. Whether the product is a 
stick of chewing gum or an automobile, 
it is possible to interview as few as 50 
people with the right questions, and to 
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come up with more useful answers than 
by asking 500 or even 50,000 people the 
wrong questions. 

Yoell reports “looking for information 
to help a leading soap manufacturer 
produce a new soap powder. Housewives 
told us that a certain powder they were 
using was ‘excellent...the best ever 
... and so efficient.’ Yet, when they de- 
scribed in detail, step by step, exactly 
how they washed dishes, we found they 
were ... using another soap product to 
make the first one work.””® 

What, then, is the approach? The 
method of finding out is that of the 
qualitative interview, which I mentioned 
earlier. This is basically the clinical 
approach to interviewing. “The quali- 
tative interview is variously called the 
intensive interview, detailed interview, 
non-directive interview, depth interview, 
conversational interview, and informal 
interview.”!° The psychologist under- 
taking this type of interview must estab- 
lish sufficient rapport that he can have a 
protracted one-, two-, or three-hour ses- 
sion with a respondent in a pleasant, 
relaxed, and “easy” interviewing session. 

To carry out qualitative or depth in- 
terviews does not mean that your present 
interviewers can put their hats on the 
other way around and suddenly become 
depth interviewers. The mere ability to 
ring doorbells and check answers to 
“like ... dislike . . . don’t know,” or to 
“more ...same... less,” does not by 
any means qualify one to deal with a 
lengthy clinical discussion with strangers. 
This is a serious problem, for those 
trained in clinical and social psychology. 

In this connection, we should remem- 


® William A. Yoell, “Depth Interviewing Measures 
Belief in Advertising—and Reaction to It,” Printers’ 
Ink, March 18, 1949, volume 226, pages 48, 50, 55, 
page 48. 

10 “Questionnaire Preparation and Interviewer Tech- 
nique,” report by a subcommittee of the Marketing 
Research Techniques Committee, THE JOURNAL OF 


MARKETING, 1949, volume 14, pages 399-413, Page 425. 


ber the tremendous importance of yn. 
conscious motivation. Even our sup. 
posedly forgotten experiences may have 
far-reaching effects on our lives. Cer. 
tainly we need to take into account the 
unconscious habits, purposes, needs, 
and motives that influence our buying 
behavior. 

Many of our daily acts are based on 
factors of which we are not consciously 
aware. Here is a significant example. It 
concerns the effect of wrapper design 
upon soap sales in a grocery store. “The 
same bar of soap was placed on the 
shelves in two different types of wrap- 
pers. The soap in one wrapper outsold 
the soap in the other wrapper nearly two 
to one. Now it is self-evident that the 
average housewife does not consciously 
go to the grocery store to buy package 
designs; she goes to buy ham, vegetables, 
soap, canned fruit, and so on. Only 
rarely does she consciously consider the 
container in which these items are 

This means that unconscious factors 
affected buying behavior. They always 
do. Our problem is to discover what 
these factors are and how they work. 


INFORMATION FROM PsyCHOLOGY 
AND SOCIOLOGY 


We may say, then, that social scien- 
tists and their methods are having a real 
effect on modern marketing practices. In 
fact, a large part of the effectiveness of 
advertising has come about in recent 
years as people in the advertising pro- 
fession have learned to use research and 
fact-finding techniques. These research 
methods have been developed, by and 
large, by psychologists and sociologists. 
These two groups have produced tech- 
niques which are now employed as 4 
matter of course in everyday advertising 

1 Louis Cheskin and Lewis B. Ward, “Indirect Ap- 
proach to Market Reactions,” Harvard Business Re- 
view, 1948, volume 26, pages 572-580, page 573. 
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and market research. I only need to 
mention the developments in copy test- 
ing... controlled opinion tests... in- 
quiry and coupon tests... recall tests 
... recognition and identification tests 
... Sales tests. 

But what may not be so well known 
are the areas of research being opened up 
by psychologists and sociologists, which 
have a definite bearing on consumer 
problems. There are all sorts of studies, 
which, as marketing people, we should 
know about if we are adequately to 
perform our function as advisers on 
business problems. 

One of the more important studies, for 
example, is that contained in a recent 
issue of the JOURNAL OF MARKETING, 
where a special sub-committee, composed 
of Blankenship, Crossley, Heidings- 
field, Herzog, and Kornhauser, issued a 
special report on questionnaire prepara- 
tion and interviewer technique.” I rec- 
ommend this report for careful study 
and use, especially if we are to overcome 
some of the objections I have raised to 
certain kinds of questionnaire research. 

But there are other investigations as 
well which we should know about. They 
may not give us precise answers as to 
why people use toothpaste or tobacco; 
but, if we will take the trouble to be- 
come familiar with these studies, we 
shall find that our own grasp of consumer 
problems is much greater. Here are just 
a few examples from the considerable 


literature of social psychology and allied 
fields: 


Paul Lazarsfeld’s ingenious study on how 
voters make up their minds in a presidential 
campaign is a joy to any market researcher.” 
This analysis of voters choosing candidates 
provides some real clues as to how we might 


® Same citation as footnote 10. 

* Paul F. Lazarsfeld, Bernard Berelson, and Hazel 
Gaudet, The People’s Choice: How the Voter Makes 
Up His Mind in a Presidential Campaign (New York: 
Columbia University Press, 1948). 


- 


study individuals when they are behaving 
as consumers choosing products. 

Lloyd Warner’s studies on social classes 
represent, in my opinion, the most important 
step forward in market research in many 
years, if we will take the trouble to follow his 
lead. Although his book, Social Class in 
America, gives not the slightest hint on 
marketing methods, it occurs to me that his 
methodology in measuring social classes 
could be taken over and used effectively in 
many a marketing study.” 

Careful reading of various volumes on 
communities will also help us to be better 
market researchers. I think of Warner’s 
studies of “Yankee City,” the Lynds’ famous 
books on “Middletown,” and James West’s 
(Carl Withers’) analysis of “Plainville.” 

In this same connection, we should note 
the important studies of regionalism, carried 
out by Odum and Moore, and others.'* Then, 
there are the inquiries into semantics, or 
language in action, by Ogden and Richards, 
Stuart Chase, and Hayakawa." 

We should be aware, too, of the important 
work on readability done by Rudolph Flesch, 
and also of the significant studies on legi- 
bility of printed matter, by Paterson and 


“4 W. Lloyd Warner, Marchia Meeker, and Kenneth 
Eells, Social Class in America: A Manual of Procedure 
for the Measurement of Social Status (Chicago: Science 
Research Associates, 1949). 

8 W, Lloyd Warner and Paul S. Lunt, The Social Life 
of a Modern Community (Volume I of “Yankee City Se- 
ries”) (New Haven: Yale University Press, 1941). 
Robert S. Lynd and Helen Merrell Lynd, Middletown: 
A Study in Contemporary American Culture (New York: 
Harcourt, Brace and Company 1929) Robert S. Lynd 
and Helen Merrell Lynd, Middletown in Transition: A 
Study in Cultural Conflicts (New York: Harcourt, Brace 
and Company, 1937). James West, Plainville, U.S.A. 
(New York: Columbia University Press, 1945). 

16 Howard W. Odum and Harry E. Moore, American 
Regionalism: A Cultural Historical Approach to National 
Integration (New York: Henry Holt and Company, 
Inc., 1938). 

17 Charles K. Ogden and Ivor A. Richards, The Mean- 
ing of Meaning: A Study of the Influence of Language 
Upon Thought and of the Science of Symbolism (New 
York: Harcourt, Brace and Company, 1930) revised 
edition. Stuart Chase, The Tyranny of Words (New 
York: Harcourt, Brace and Company, 1938). S. I. 
Hayakawa, Language, in Action (New York: Harcourt, 
Brace and Company, 1939). 

18 Rudolf Flesch, The Art of Plain Talk (New York: 
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There are the significant studies of social 
movements by Cantril, which give real in- 
sight into various kinds of group behavior.'® 

We ought to know about the problems of 
minority groups, and the ways in which 
prejudice acts in relation to important seg- 
ments of our population. Consider, for exam- 
ple, the work of Dollard, of Myrdal, and of 
Arnold and Caroline Rose.”° 

Personality analysis should also be taken 
into account—and I think of such an impor- 
tant contribution as Assessment of Men, writ- 
ten by the O.S.S. Assessment Staff, which 
gives important insights into human behav- 
ior.2t 

And we should certainly not overlook the 
famous Kinsey studies on sex behavior.” 

At this point you will probably say— 
‘‘What on earth do sex, and semantics, 
and social movements, and social class 
have to do with each other?” Granted 
that they are not related in any apparent 
sense, I am simply suggesting to you 
that there are many broad and impor- 
tant areas which social scientists have 
investigated which will give marketing 
experts a clearer concept of how human 
beings act, and why they act that way. 

We have seen the difficulty of making 
up adequate lists of motives, or of classi- 
fying motives in any abstract way. If we 
will take the trouble, however, to find out 


Harper& Brothers, 1946). Donald G. Paterson and Miles 
A. Tinker, How to Make Type Readable (New York: 
Harper & Brothers, 1940). 

19 Hadley Cantril, The Psychology of Social Move- 
ments (New York: John Wiley & Sons, 1941). 

20 John Dollard, Caste and Class in a Southern Town 
(New Haven: Yale University Press, 1937). Gunner 
Myrdal and others, 4n American Dilemma: The Negro 
Problem and Modern Democracy (New York: Harper & 
Brothers, 1944). Arnold and Caroline Rose, America 
Divided: Minority Group Relations in the United States, 
(New York: Alfred A. Knopf, 1948). 

0,.S.S. Assessment Staff, Assessment of Men (New 
York: Rinehart & Company, Inc., 1948). 

@ Alfred C. Kinsey, Wardell B. Pomeroy, and Clyde 
E. Martin, Sexual Behavior in the Human Male (Phila- 
delphia: W. B. Saunders Company, 1948). 


about some of these areas of behavior— 
including personality and prejudice and 
participation—we will know a lot more 
about our basic problem—Man the Con- 
sumer. 


NEED FOR KNOWLEDGE ABOUT PEOPLE 


The history of the United States is 
one of great physical, economic, and so- 
cial growth. We have developed unusual 
skills and unique techniques of produc- 
tion. We are able to turn out more 
goods and services in every hour we 
work than any other people in the entire 
world. 

But along with our tremendous tech- 
nical knowledge of production, we need 
to develop even greater knowledge about 
people. Over 100 million dollars have 
been allotted by the Federal Govern- 
ment this year for research purposes, 
and an additional 25 million dollars 
have been made available to the colleges 
by business and industry for research. 
However, about 97 per cent of these 
total funds are allotted for the engineer- 
ing, physical, biological, and agricultural 
sciences—only 3 per cent is left for the 
humanities, the social studies, and the 
liberal arts. 

If ever there were a need for signifi- 
cant studies of social behavior, now is the 
time. In the long run, this is the only 
way we shall obtain really effective an- 
swers to questions about people as con- 
sumers. So far, we have only scratched 
the surface in learning about the strat- 
egy of consumer motivation. 

As marketing men, it is good business 
for us to start mow to learn more about 
the real motives that stimulate Man the 
Consumer to buy. 


% Benjamine Fine, “Education in Review,” The 
New York Times, December 11, 1949, Section 4, 
page E 9. 
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A SYSTEM OF SALES ANALYSIS USING 
INTERNAL COMPANY RECORDS 


JACK RUSSELL 
Miehle Printing Press and Manufacturing Co. 


I 


THE PRoBLEM 


1TH the change from a seller’s to 
WW a buyer’s market and the in- 
creasing “pinch” of competition, one of 
the major problems facing the sales- 
manager is adequately controlling the 
salesforce so that maximum possible 
productivity is achieved. The questions 
he is faced with are: How can the in- 
dividual salesman’s volume be increased? 
How can overall sales be increased with- 
out sales costs getting out of hand? It is 
a well known and accepted fact that the 
application of sales effort is subject to 
the economic law of diminishing returns. 
If the fact is recognized, it becomes ap- 
parent that additional sales effort is in 
many cases not so efficient as better 
directed and coordinated sales effort. 
Basically, the objective of any sales 
analysis is to provide information which 
will assist the salesmanager in better 
directing and coordinating the sales 
activity. In any scientific analysis, the 
basic approach is that it is necessary to 
understand the parts which comprise the 
“whole” in order to understand the 
“whole”. This same principle can be 
applied to sales analysis. In order to 
understand the sales problem of any 
company, it is first necessary to divide 
the problem into parts. If even a rela- 
tively small number of these parts can 
be improved, it will be reflected in the 
efficiency of the total sales effort. 
The objective of this paper is to pre- 
sent a method of segregating these 
various factors or parts and analyzing 


them. The methodology described will 
not solve the problems; it will only set 
out the parts so that they can be com- 
pared with some standard or norm. The 
tools that are used for this segregation 
are somewhat analogous to the tools 
used by the accountant and financial 
analyst in reaching conclusions as to the 
relative profitability of a business enter- 
prise. In this case, however, it will entail 
the analysis of the relative efficiency of 
various aspects of the company’s 
marketing organization. 

Analysis of this type will draw certain 
seemingly mathematical conclusions in 
the form of ratios and other indices. 
These conclusions are not answers, but only 
facts on which to base good executive 
judgment. While the approach to the 
problems may be the same for most 
businesses, the methods and corrective 
measures that are applied to bolster the 
weakness will vary; no two salesmen are 
the same; no two territories are the same, 
and no two companies are faced with 
exactly the same marketing and selling 
problem. 

One must be extremely careful in 
using analysis, as will be described, so 
that it is employed in the right manner. 
It should not be used as a “‘big stick” to 
instill fear into the salesforce. Any good 
salesmanager realizes that one requisite 
of a good salesman is that he be enthu- 
siastic about the company and people 
for whom he works. If sales analysis is 
used as a device to instill fear, this 
quality will be lost. Rather, sales analy- 
sis should be used as a tool to assist the 
salesman in doing a better job—to dis- 
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cover his weaknesses so that he can be 
assisted in building them into strong 
points. In some extreme cases, however, 
sales analysis will point out weak sales- 
men who cannot be assisted through 
training and direction. In assisting the 
salesman in overcoming his weaknesses, 
there is mutual benefit derived: (1) the 
salesman becomes more efficient and in- 
creases his sales and earnings, and (2) 
the company experiences increased sales, 
and retains a salesman who realizes that 
the company is interested in his success 
and welfare. 

The tools of analysis are simple; any- 
one who can add, subtract, multiply, 
and divide can utilize the methods to be 
described. It is realized that businesses 
are of a diverse nature; therefore, some 
of the methods described will not be ap- 
plicable to all types of business, as the 
cost of assembling and manipulating the 
data will far exceed the amount of re- 
turn which can be derived from the re- 
sults. 

In most cases, as complete a job as 
possible should be done, since most of 
these factors are inter-dependent and 
the comparison of the various factors 
give the analyst a more complete picture 
of the problems. The cost of the analysis, 
in most cases, will not be prohibitive, 
and the results will far outweigh the cost. 
The salesmanager or his assistant, and a 
competent girl on a calculating machine, 
are all that is necessary. In fact, after 
the girl becomes familiar with the opera- 
tions and in assembling the data, she 
can make most of the computations by 
herself. 

Of course, the amount of time will 
vary greatly between companies and 
will depend to a great extent upon how 
the raw data are found. In many cases, it 
will be found that the accounting de- 
partment has already partially as- 


sembled the data. As almost the entire 
analysis is based on accounting records, 
the accountant should be called in for 
advice before the analysis is begun. 


The Sources of Information 


The six primary sources of information 
for the analysis developed in this paper 
are: 

1. The company’s financial statements 

a. The balance sheet 
b. The profit and loss statement 

2. The accounts receivable ledger or cus- 

tomers’ ledger 

3. The file of customers’ orders 

4. The sales compensation records 

a. Salaries 
b. Commissions 
5. The sales expense records 
a. Traveling expense 
b. Hotels and meals 
c. Entertainment 
6. The salesman’s daily or weekly reports. 


Every company of any size is required 
to maintain a portion of these records 
for income tax purposes, and for credit 
control. Most companies have the others 
in one form or another, and if they do 
not they probably should have. In some 
cases, it will be found that the informa- 
tion desired for a sales analysis is not 
available due to the classification of ac- 
counts or the form of the salesman’s re- 
port. If this is true, probably some re- 
vision in the account classification or the 
salesman’s report would be desirable, 
both from the analytical standpoint and 
from the standpoint of good business 
practice. 

The whole scheme of analysis pre- 
sented uses only these basic data. It 
should be realized that it is difficult to 
separate the marketing functions by 4 
clear line of distinction from the other 
activities of the business. Some of the 
analysis may seem to be some distance 
from the sales problem. The author has 
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endeavored to start from the most basic 
and work toward the specific. In his 
opinion, each one of these ratios has a 
definite bearing on the marketing prob- 
lem, though they may also apply to the 
financial and production phases of the 
business. 


II 


ASSEMBLING THE DATA 


In order to utilize the data from the 
six basic sources mentioned, they must 
first be assembled in usable form. Only 
certain portions of these records are of 
interest to the sales analyst, so the first 
problem is to segregate the needed data. 

The balance sheet and profit and loss 
statement will be utilized as they are 
found, and, therefore, are in the neces- 
sary assembled form. 

From the accounts receivable ledger, 
the following data should be extracted: 


1. The total number of active customers, 
or customers who have purchased dur- 
ing the past period. 

2. The number of new customers, or cus- 
tomers who have placed their first order 
during this period. 

3. The number of lost customers, or cus- 
tomers who have not placed an order 
during the past year. 

4. A list ranking all customers according 
to their volume of purchases. 

5. A breakdown of all of the above in- 
formation by salesman or sales terri- 
tory. 

To get the data on active, new, and 
lost customers, it is necessary only to 
page through the ledger and observe the 
dates on which debits were made to the 
accounts. It is necessary only to count 
the number, not to make a list unless 
this additional information would be of 
special significance to the sales manager. 
If an exclusive account or territory ar- 
rangement exists between the company 
and salesmen, it is only one more step to 


collect this information by salesman or 
territory. 

Next, all customers should be listed 
and ranked according to their volume of 
purchases. This information can be ob- 
tained by adding all of the debits posted 
to each customer’s account during the 
period; the total should represent the 
amount he purchased during the year. 
The list is then made with the customers 
ranked in order of their total volume. A 
list can then be assembled for each sales- 
man and each sales territory, if desirable. 

rom the file of customers’ orders, the 
following data should be assembled: 


1. The total number of orders—regardless 
of size—placed during the year. This is 
assuming small orders have not been 
already segregated. 

2. If it is not already available, sales by 
product or product line, if the assem- 
bling of this information is feasible. 


To obtain the total number of orders, 
it is merely necessary to count them. If 
the small orders are already segregated, 
they should not be included in this 
total. 

If the information is not already 
available, it is possible to extract the 
sales by product or by some arbitrarily 
established product line classification 
from the customers’ orders. Of course, in 
a business which handles thousands of 
small orders and has a huge number of 
products, this becomes a tremendous 
job. It is possible that some type of 
sampling technique could be used. For 
example, one to two thousand orders 
might be selected on a random basis, and 
projections made on this basis. While 
this will not give exact mathematical 
results, they may be entirely satisfactory 
for this analysis. It will be extremely 
helpful it a breakdown of sales by 
product can be obtained. 

From the sales compensation and ex- 
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pense records, the following data are 
necessary : 


1. Each salesman’s total compensation— 
salary, expenses and bonus for the 
year. 

2. Each salesman’s expenses broken down 
into: 

a. Traveling expense 
b. Hotel and meals expense 
c. Entertainment expense 
3. The total sales volume of each salesman 


Some of this information can be 
acquired from the payroll records, 
especially that pertaining to salary, com- 
missions, and bonuses. Obtaining the 
data on the expenses will depend upon 
the classification of accounts used in the 
accounting system. It is possible that the 
data can be assembled from the sales- 
man’s expense reports if not available 
from the accounting records. The total 
sales volume of each salesman is usually 
kept somewhere in the sales department; 
if not, it is also available by adding the 
sales of all of the salesman’s customers 
as assembled heretofore. 

From the salesman’s daily or weekly 
reports, the following information should 
be assembled: 


1. The total number of legitimate calls 
made by each salesman. These should 
be broken down as follows: 

a. Number of calls made on prospects. 

b. Number of calls made on customers; 
if possible, the number of calls made 
on each customer. 

2. The number of days each salesman 
worked. 

3. The number of orders each salesman 
received. 


This information, as a minimum, 
should be contained in the salesmen’s 
reports. By totaling the number of calls 
made daily, the yearly total can be as- 
certained. Also, the report should show 
whom the salesman called on and the 
calls can then be classified into calls on 


customers and calls on prospects. The 
number of days worked can be ascer- 
tained either by the number of daily 
reports submitted, or by checking the 
weekly reports closely. If the salesman 
has not worked for a day or several days, 
the reasons should have been set out in 
his report. 

The following supplementary infor- 
mation would be extremely useful in the 
sales analysis: 


1. Purchases (or production) and inven- 
tory by product or product line. 

2. An estimate of the cost of processing 
an average order. 

a. The cost of the clerical work—filing, 
typing, invoicing, and forwarding it 
through the normal order filling 
procedure. 

b. An estimate of the amount of the 
cost involved in assembling the 
merchandise, boxing or otherwise 
preparing it for shipment, and any 
delivery expense incurred. 

c. Some estimate as to which portion 
of the cost is fixed—does not vary 
with size of order—and that which 
is variable—varies with the size of 
the order. 


The purchases by product are segre- 
gated in many books of account; should 
they not be, it is possible to acquire this 
information from an analysis of pur- 
chase order records or from the supplier's 
invoices. The exact determination of the 
cost of processing an order through its 
normal channels is difficult. However, an 
attempt should be made to estimate this 
cost. It can be roughly determined by 
adding the overall clerical, warehouse, 
and order filling cost directly applicable 
to this activity and dividing by the total 
numbers of orders processed. Deter- 
mining which portion of the expenses is 


fixed and which is variable can also be | 


done by estimation; even rough esti- 


mates will be helpful. 


sal 
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The data outlined constitute the basic 
foundation of the whole analysis. Once 
these data are assembled in the pre- 
scribed form, about 80 per cent of the 
work involved in the analysis is com- 
pleted. It is apparent already that some 
of these “‘parts” are in form for analysis 
and a superficial analysis can be made 
from mere observation. The next prob- 
lem is to manipulate the data so that 
attention can be focused on one aspect 
at a time. 

The first question which will arise will 
be: What standards will be used against 
which to compare the data objectively? 
Basically, there are no standards, and 
it is the salesmanager’s job to set 
them as he proceeds through the anal- 
ysis. The standards will be different in 
each type of business, and to some ex- 
tent, in each company. The first standard 
which can be used is to compare results 
among the various separate individuals, 
for example, among salesmen, or among 
product lines. Any significant deviations 
should be investigated to determine why 
they exist. Another set of standards is 
historical data, last year’s or the last 
five years’ records: Has the picture im- 
proved, or is it getting worse? The last, 
which is probably the most difficult to 
obtain, but which may be available in 
certain industries, is trade association 
reports or competitors’ records. There 
are no hard and fixed standards, and, 
again, the ratios, percentages, and in- 
dices are not answers, but only data upon 
which to base further investigation or 
good business judgment. 


Ill 


ANALYSIS FROM THE FINANCIAL 
STATEMENTS 


The Balance Sheet 


There are two items of interest to the 
sales analyst on the balance sheet. The 


first is the amount of inventory on hand, 
and the other is the accounts receivable 
balance. Neither of these figures is 
valuable in itself, but when compared to 
figures in former years, a change in the 
pattern may be revealed. It is also pos- 
sible to compare these figures with other 
companies through the use of ratios; for 
instance, a ratio of inventory to total 
assets can be computed by dividing in- 
ventory by total assets. 

The accounts receivable figures can 
also be manipulated in a like manner, 
dividing accounts receivable by total 
assets. 

Now, these ratios should be com- 
pared with former years and with trade 
association data if available. The ques- 
tion: What, if anything, is happening to 
the accounts receivable ratio? Inventory 
ratios? Why? 


The Profit and Loss Statement 


The profit and loss statement fur- 
nishes several consolidated figures which 
are of particular interest and essentially 
form the fundamental foundation for the 
sales analysis. These are: gross sales, 
sales returns, net sales, beginning in- 
ventory, ending inventory, gross profit, 
sales compensation, sales expense, ware- 
house and delivery expense, and net 
operating income. From these figures, 
various ratios, percentages, and indices 
can be computed; many of these will be 
valuable in themselves and also are 
fundamental to later analysis. The 
analysis of the profit and loss statement 
should be made somewhat as follows: 

1. Gross sales related to sales returns. 


Sales returns 


Per cent returns = 
Gross sales 

This computation will provide a per- 
centage which should be compared with 
former years. If it is possible to obtain 
this information by product or product 
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line as well, any large deviation may be 
indicative of a need for product develop- 
ment, of customer dissatisfaction, or 
poor quality control. 

2. Gross profit related to net sales. 
Per cent of gross profit margin Fs. coal 
Net sales 
If the information is available by prod- 
uct or product line, these computa- 
tions should also be made. These figures 
again should be compared to former 
years, and if possible, to industry or 
comparable companies’ ratios. 

3. Sales expense to net sales. 


Sales expense 
Sales expense ratio= 


Net sales 


This usually can be computed only on 
an overall basis as the sales cost cannot 
be accurately apportioned by products 
or product lines. This ratio should be 
compared in a similar manner. If it 
varies from year to year by an appreci- 
able amount, why does it? This figure 
will be also used in later analysis. 

4. Advertising expenses related to net 
sales. 


ratio Net sales 


What per cent of the sales dollar is ex- 
pended on advertising? How does this 
compare with last year? With competi- 
tion? With trade association or industry 
data? 

5. The relationship of accounts re- 
ceivable to sales, or general analysis of 
credit policy. This is not a ratio, but is a 
simple mathematical device which de- 
termines the average age in days of the 
outstanding accounts receivable. It is 
computed as follows: charge sales are 
divided by 360, number of days in year; 
this gives average daily sales. This figure 
is then divided into the balance of the ac- 
counts receivable account and results in 


an average length of time an account is 
on the books. Expressed as a formula: 


Charge sales 
360 


= Average daily sales. 


Accounts receivable _ Average time account 
Average daily sales is carried in days, 


This analysis will provide a general index 
of the company’s credit policy. The index 
should be viewed in the light of the com- 
pany’s terms and, as before, should be 
compared with historical and compara- 
ble data. Could sales be increased if 
credit were given more liberally? How 
do our company’s collections look this 
year compared to last? Compared to our 
competitors? Should credit terms be 
changed? Should cash discounts be of- 
fered? 

6. Net operating profit in relation to 
net sales. 


Operating profit_ Net operating profit 
Net sales. 


What per cent of sales is net profit? How 
does it compare with former years? With 
competitors’ figures? With industry fig- 
ures? Why? 

7. The inventory turnover. While this 
is not strictly the salesmanager’s prob- 
lem, in any analysis of sales it should be 
included. The method of computation is 
as follows: Add the beginning and ending 
inventory and divide this sum by two. 
This gives the average inventory. This 
average inventory divided into cost of 
goods sold will give a fair approximation 
of the inventory turnover in a business in 
which the inventory does not fluctuate 
too violently because of seasonal factors 
or inventory speculation. Under such 
conditions some other method of aver- 
aging should be used which will give 
a more representative average. Ex- 
pressed in formulas: 
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Beginning inventory+ending inventory 


2 
= Average inventory. 


Cost of goods sold 


Average inventory 


= Inventory turnover. 


How does this turnover compare with 
former years? With industry data? With 
competitors’ data? 

Many other ratios can be computed 
for data contained in the balance sheet 
and profit and loss statement; however, 
they are not specifically applicable to an 
analysis of sales. 


Example 


As an example, ‘et us take the figures 
from Exhibits I and II and work out the 
ratios as described above to see how the 
analysis is applied to actual figures. 

The computations reveal that sales re- 
turns equal 1.3 per cent of gross sales. 


Sales returns 


Per cent of returns= 
Gross sales 


$13,260 
$982,400 


In this example, sales are not broken 
down by product, but should it be found 
that a large portion of this 1.3 per cent is 
made up of one product or one line of 
products, this might call for further in- 
vestigation as to the reason. Another ap- 
proach to the return problem is to check 
to see if any one customer or any one 
sales territory has a higher rate of return. 
A condition such as this may indicate 
overselling or poor selling—in other 
words, the salesman cannot sell the goods 
sO they “stick.” This 1.3 per cent should 
be compared to last year’s ratio. Is it 
greater? Less? How does it compare to 
industry or trade association data? If it 
is out of line, this calls for further in- 
vestigation, and any significant devia- 


= 1.3 per cent. 


tions should be justified. 
In analyzing the gross profit margin, 
the following is found: 


Gross Profit 
Net Sales 


_ $295,335 
$969,140 
= 31.5 per cent. 


G.P.M.= 


The over-all gross profit margin in this 
example is 31.5 per cent. As no break- 
down is available by product, the gross 
margin on each product or group of prod- 
ucts cannot be computed. 

This figure of 31.5 per cent also repre- 
sents the average markup on the goods. 
This figure will be of extreme importance 
in later analysis. The use that should be 
made of it at this point is to compare it 
to historical data and comparable data. 
If it is found that the gross margin is 
larger or growing, is the company’s pric- 
ing policy right? If it is lower, should 
prices be raised? Also, if it can be broken 
down by product, how does each product 
contribute to this percentage? Is the 
markup policy on each product or prod- 
uct line correct? 

The sales cost to sales computations 
reveal the following: 


Sales Cost $178,250 
Sales Cost Ratio= = 
eis Net Sales $969,140 
= 17.3 per cent. 


In itself, this figure means little, but 
when compared to historical data and 
with comparable data it will show 
whether sales costs are in line with com- 
parable companies and generally if these 
costs are increasing or decreasing in rela- 
tion to sales volume. If the percentage is 
increasing, why? 

The advertising expenditures in this 
case were 3.2 per cent of sales. 


Advertising Expense Ratio 
Advertising Exp. $ 31,375 
Net Sales $969,140 


= 3.2 per cent. 
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Exhibit I Exhibit II 
THE A.B.C. COMPANY THE A.B.C. COMPANY 
Balance Sheet Profit and Loss Statement 
December 31, 19— December 31, 19— 
Current Assets Returned Sales and Allowances........... 13,260 
$ 22,360 
———— Net $969, 140 
Accounts Receivable..............+.++ $215,420 Cost of Goods Sold..................... 615,460 
Notes Receivable. 34,050 
Total Receivables. $249,470 Gross Profit on Sales.................... $353,680 
Less Reserve for Bad Debts....... 11,065 
Net $238,405 Salesmen’s 49,890 
Total $114,400 71845 
Total Current Assets.............. $375,165 Total Selling Expense............... $178,250 
Less Reserve for Depreciation........ 65,480 Officers’ Salaries..................0004 $ 25,000 
13,750 
Less Reserve for Depreciation........ 188,310 8, 625 
Total Fixed Assets.............. $371,270 
av Total General & Admin. Expense..... $ 70,710 
Unexpired 7,270 Net Profit on Operations................ $104,720 
Supplies Inventories. 10,995 
Total Deferred Charges............. $ 18,265 Net Financial Expenses: 
Discount on $ 17,985 
$764,700 9,000 
Liabilities and Net Worth 
Current Liabilities: $ 30,060 
ond 254435 1, 395 
Total Current Liabilities............ $123,650 eae 
First Mortgage 6% Bonds............... $150,000 
Net Worth: Net Financial Expense............ $ 17,215 
7% Preferred $100,000 Net belere Federal Income Tex.... $ 9748 
250,000 
$764,700 
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How does this compare with last year? 
With trade association data? Should the 
advertising expenditure be increased? 
Decreased? Fixed at a certain percentage 
of sales? 

The analysis of the accounts receivable 
turnover reveals that the average length 
of time for the accounts receivable is 
eighty days. 


Average Daily Sales 
Charge Sales $969,140 
Average Length of Accounts Receivable 


= $2,692. 


Accounts Receivable $215,420 


= = = 80 Days. 
Average Daily Sales $2,692 


How does this figure compare with the 
company’s terms? With competitors’ 
terms? Is the company’s credit policy too 
loose? Too strict? Should the terms be 
changed? Cash discount be offered? 

The comparison of net profits to sales 
shows that the net profit margin is 7.7 
per cent. 


Net Profit Margin 
_ Net Profit $ 75,440 


= = =", t. 
Net Sales $969,140 


How does this compare with past data? 
With comparable data? If it is lower, 
why? Markup too low? Expenses too 
high? Which expenses? In the final anal- 
ysis, this is the most important ratio of 
all because it is the one which the analyst 
is trying to increase. The ultimate ob- 
jective of a business enterprise in a 
capitalistic society is to make a profit—a 
fair profit on the investment. Any in- 
crease in efficiency will be reflected in 
this ratio. 

An analysis of the inventory turnover 
reveals that the inventory turned over 
5.6 times during the past year. 


Average Inventory 


Beg. Inventory+End. Inventory 


2 


$114,400+ $104,210* 
2 


= $109 305. 


Cost of goods sold 


Average Inventory 
$615,460 
$109,305 


This same computation can be made 
by product line or product. How does 
each product compare with the average? 
Is there “dead timber” in the inventory? 
Why? Can this turnover be raised? 
Should a new inventory control system 
be installed? Should the company’s 
buying policy be changed? Is the inven- 
tory too large? Too small? 

The objective of this analysis is to 


Inventory Turnover = 


= 5.6 Times. 


raise these questions—to determine the’ 


soft spots. When significant deviations 
are found, it is the analyst’s job to study 
these factors and determine why the 
deviation exists. It is beyond the scope of 
this presentation to attempt to draw any 
conclusions in this respect. Either the 
deviation should be justified, or if this is 
impossible, the reason for its existence 
should be determined. 

The next step is to design corrective 
measures which can be applied to bolster 
the weak points—to make them strong 
points. Where does*the salesmanager 
start? Obviously, the best place would be 
with the “‘softest spots” and work up. In 
some few cases, reasons for the “soft 
spot” are going to be difficult and some- 
times impossible to ascertain; but, in 
most cases, just focusing attention on the 
phase will reveal interesting conclusions. 


He will ask himself, “Why didn’t I see 


* Obtained from preceding year’s balance sheet. 


| 
| 
oe 
) 
= 
— 
- 
— 
= 
1 
| 
5 
5 
= 


684 


THE FOURNAL OF MARKETING 


that before?” It again goes back to the 
fact that you cannot thoroughly under- 
stand the ‘“‘whole” unless you under- 
stand the parts that make up the whole. 


Summary 


In this section, an overall analysis was 
applied to figures taken from the balance 
sheet and profit and loss statement. No 
attempt was made to analyze sales ac- 
tivity specifically. This portion of the 
analysis was primary and foundational 
to the more specific analysis that fol- 
lows. Some of the ratios might seem to 
have little bearing on the marketing 
problem; nevertheless, they are funda- 
mental to any analysis of sales and sales 
activity. 


IV 


ANALYsIS OF SALES PERSONNEL 
AND SALES TERRITORIES 


In this portion of the analysis, an at- 
tempt is made to key the ratios to a defi- 


nite area of responsibility—the salesman 
or sales territory. Each salesman is re- 
sponsible for doing the best job possible 
in producing sales volume, soliciting new 
accounts, establishing good will, and in 
maintaining his expenses at a reasonable 
level. The objective of this portion of the 
analysis is to determine if these responsi- 
bilities are being met, and if not, why 
not? 

Assume that the following information 
pertaining to a sales force of three men 
was assembled in the aforestated man- 
ner. (See table below) 

The first step, obviously, is to compare 
the sales volume of the three men. This 
in itself is not necessarily indicative 
since there are certain to be territorial 
differences or differences in experience; 
for example, C might be a new man. 
However, if the territories and experi- 
ence are similar, how is the difference of 
$60,000 between A and C tto be ac- 
counted for? What are each salesman’s 


Expenses 
Sales Total 
Volume Compensation Travel Meals Entermt. Total 
Salesman A $150,000 $3,600 $ 600 $ 600 $ ‘300 $ 5,100 
Salesman B 120,000 3,000 500 650 350 4,500 
Salesman C gO ,000 2,800 800 750 500 4,850 
Total $360,000 $9,400 $1,900 $2,000 $1,150 $14,450 
Calls on Calls on New Volume New 
Total Calls Prospects Customers Customers Customers 
Salesman A 1,200 200 1,000 40 $ 5,000 
Salesman B 1,560 160 1,400 go 3,600 
Salesman C 972 100 872 20 3,000 
Total 3,732 460 3,272 go $11,600 
No. of Days Worked Customers Lost Number of Orders 
Salesman A 250 10 800 
Salesman B 260 18 700 
Salesman C 243 22 400 
Total 753 5° 1,900 
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strong points? Weak points? How can he 
be assisted? The steps to determine basic 
premises for answers to these questions 
are as foliows: 

The first step is to determine the ratio 
of each salesman’s salary and expenses to 
sales. This is computed as follows: 


Salary and expense ratio 


Salary and total expenses of salesman 


Sales volume 


Working this out for A, B, and C. 


$5,100 
=———— = 3.5 per cent 
$150,000 
3500 
B a per cent 
$120,000 
3850 
C= $4.85 = 5.4 per cent. 
$90,000 
Overall Company _ __ $14,450 4.2 per cent. 
per cent $360,000 


Thus, while A has a higher salary than 
either B or C, his ratio is considerably 
less than B or C. 

Now to carry this further, notice the 
differences in traveling expenses. Notice 
that C is considerably higher than A or 
B. Is this due to a larger territory or to a 
badly planned itinerary? Now observe 
the entertainment expense. Are C’s dis- 
crepancies justifiable? 

What is each salesman’s average num- 
~ of calls made daily? To compute 
this: 


Average calls per day 
Salesman’s total number of calls 


Days worked by salesman 
Working this out: 
fore) 


12 1560 
A=——=4.8 calls calls 
250 2 


2 
Company average= = 4.9 calls 
3 


Why does B make 6 calls and C only 4? 
What is the fair number of calls a sales- 
man should make? 


The average direct cost per call is next 


computed as follows: 


Average cost per call 
Compensation+ Expenses of salesman 
= Number of calls 


Working this out, the cost for each sales- 
man reveals: 


A= 5 = $4.25 B= s* = $2.88 
1,200 1,5 
C= 34 
6 
Average cost per call— _ #140450 _ 8 
All salesmen 3,732 


Why is C’s cost per call greater? Should. 
he make more calls? Is B making too 
many calls? 

Next, what is the salesman’s “batting 
average”? What is the relationship -be- 
tween his number of calls and the num- 
ber of orders he receives? This is com- 
puted as follows: 


Batting _ Number of sales by salesman 


average Number of calls by salesman 


800 
A=——=75 per cent 
1200 


700 
B=——=55 per cent 


4 
C=——-=4I per cent 
972 


1900 
Company average =———= 51 per cent 
3732 


A is making three sales for every four 
calls. B is only making two out of four, 
and C is selling only two out of five. 


Ai 
a 
is 
: 
1560 
972 
C=—=4 calls 
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Why? Does C need more training? What 
is A using which makes his batting aver- 
age higher? Should it be passed on to B 
and C? 

Now, just how good are these orders? 
What is the salesman’s average sale? 
This is computed as follows: 


Sales volume of salesman 
Average sale= 


No. of sales by salesman’ 


$150, 
800 
$120,000 
B=——= $171.42 
700 
400 


Company’s average _ 

sale 9-47- 

1900 

Notice that C’s average sale is higher 
than either A or B. Why is C able to have 
a larger unit sale? How can A and B be 
increased? Up to now, the picture for C 
was bad, but he has a strong point here. 
Does this indicate that C has accounts 
with larger potentials? 

What have the individual salesmen 
been doing towards the solicitation of 
new business? 

Salesman A solicited 40 new customers 
with a total volume of $5,000 with 200 
calls and a direct cost of $950. (Average 


cost per call X number of calls.) Sales. 
man B solicited 30 new customers— 
total volume of $3,600—with 160 calls 
and a direct cost of $460.80. Salesman C 
solicited 20 new customers—total vol- 
ume of $3,000 with 100 calls or a direct 
cost of $500. Which man is most effec- 
tive? Why? Which salesman emphasized 
new business? Should more emphasis be 
placed on new business? 

Now, how many old customers has 
each salesman lost? Why? Figures reveal 
A lost 10; B, 18; and C, 22. Were these 
good customers? What volume did they 
contribute last year? 

Now it is possible to look objectively 
at the salesforce and the individual sales- 
man. A has the highest batting average 
(75 per cent). His salary-expense/sales 
ratio is the lowest. It costs the company 
an average of $4.25 for him to call ona 
customer, but in 75 per cent of the cases 
he walks out with an order of $187.50. 
He makes an average of 4.8 calls per 
day. 

Compare this with C. C’s ratio of 
salary-expense/sales is highest (5.4 per 
cent). He makes only four calls per day, 
and in 41 per cent of the cases, he walks 
out with an order of $225.00. It costs the 
company $5.00 for him to make a call. 
What does this mean? Should C make 
more calls and receive some training on 
how to increase his batting average? It 
becomes apparent from this analysis that 
each man has strong points and weak 
points. 


Summary of Salesforce 
Zap. Ao. Calls Abd. Cost No. of Sales Ad. Size of 

to Sales D N, Call No. of Calls Sal 

(per cent) war 0. of Calls (per cent) _ 
Salesman A 3-5 4.8 $4.25 75 $187.50 
Salesman B 4-7 6.0 $2.88 45 $171.42 
Salesman C 5.4 4.0 $5.00 41 $225.00 
Company Av. 4-2 4-9 $3.87 51 $189.47 
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The question is: how can the salesman 
be assisted in bolstering the weak points? 
It is impossible to suggest remedial ac- 
tion without a full knowledge of the 
facts. The analyst must “dig” until he 
can determine why and how. Only 
further investigation and judgment can 
ascertain the reasons why these weak 
points exist and the remedial action 
which should be taken. 

These ratios, percentages, and indices 
should be compared with last year, and 
the last five years. Is salesman X im- 
proving? This is especially true if any 
remedial measures are attempted. Just 
how effective are they? Are the salesmen 
following them? Should new ones be 
adopted? Should financial or non-finan- 
cial incentives be used to encourage the 
salesman to use them and thus lessen his 
weaknesses? 

After all of these calculations have 
been made, they should be assembled in 
tabular form as shown so that the men 
can be readily compared. The salesmen’s 
names need not be shown. Then, at the 
first opportunity, each salesman should 
be called in for a conference. He should 
have ample opportunity to defend his 
performance—to justify his 
Inform him this is not a checkup “ 
make him get busy or else,” but ne 
that an effort is being made to help him 
assist himself in increasing his earnings, 
to gain that satisfaction which comes 
from knowing that he is doing a good 
job. Point out the weak points, the 
strong points. Suggest remedial action if 
possible. Get at the reasons for the 
“star” performers’ success, and pass 
them on to the others. This is the correct 
way to use sales analysis. 


Summary 


In this portion of the analysis, specific 
applications were set out as applied to 
the salesforce. It is realized that in all 


companies, the application of sales effort 
is different. While all of the techniques 
cannot be used, some can and should be 
applied. 

The objective of this portion of the 
analysis was to find the strong points and 
weak points of each salesman—to set up 
standards upon which the salesman’s 
performance can be objectively evalu- 
ated, to formulate some basis upon 
which suggestions can be made, to im- 
prove the individual performance of the 
salesman, to point out what psychologi- 
cal effect the results will have when pre- 
sented to the salesman with diplomacy 
and tact. 


V 


An ANALYsIS OF Propucts, 
CuSTOMERS, AND ORDERS 


The function of this portion of the 
analysis is to segregate the profitable 
business from the unprofitable. The ulti- 
mate aim of any business enterprise is to 
realize a net profit. Many salesmanagers, 
however, tend to think in terms of in- 
creasing volume rather than increasing 
net profit. Increasing net profit is the key 
to this phase of the analysis; this may 
even mean a loss in sales volume. Most 
salesmanagers realize that individual 
sales, individual customers, or individual 
orders do not each contribute the same 
amount to the net profit figure. The 
problem is how to differentiate the prof- 
itable from the unprofitable. The tools 
are the same and, again, the information 
is based on the company’s internal rec- 
ords. 


An Approach to Product Analysis 


The objective of this particular por- 
tion of the analysis is to determine just 
where the “‘dead timber”’ is in the prod- 
uct line. One method of approach is 
through the inventory turnover ratio 
which was described earlier. First, find 
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the facts: the amount of the product 
sold, the amount purchased, the amount 
inventoried. Compute the turnover. 
What is its relation to overall inventory 
turnover? What is the product’s average 
markup? Compare it to overall markup. 
Compare it to sales; what per cent of 
sales does it make up? Take the product 
sales figure, multiply through by the 
product markup figure. Is the resulting 
gross margin large enough to bear the 
cost of inventorying and selling the item? 
What per cent of gross margin is con- 
tributed by the product? Must the prod- 
uct be carried as a convenience to the 
customers, or is it necessary to fill out the 
product line? What will happen to net 
profit if it is dropped? Carry this analysis 
through for each product or product 
line; by product is preferable. Is the sales 
emphasis being placed on the profitable 
products; if not, why? The advertising? 
Compare these product figures with last 
year, last five years. Is the product’s 
importance increasing? Decreasing? 
Should the product be redesigned? 


An Approach to an Analysis of Orders 


What constitutes a profitable order? 
If information has been developed as to 
the estimated cost of processing an order 
through the channels and these esti- 
mates are anywhere near reasonably ac- 
curate, the problem is largely solved. 
Assume that to process an order in a 
particular company it is found that the 
average cost is $3.00. This may be com- 
puted by: 


Total cost of order filling, etc. 


Number of orders 


This includes all the clerical work, bill- 
ing, record keeping, etc., warehouse and 
actual order filling work, selection from 
stock, and any additional delivery or 
handling expense involved. Assume that 
the company’s average sale is $100.00 


computed as previously set out, and the 
company’s gross margin is 30 per cent, 
An estimate is made that of the $3.00, 
two-thirds is fixed and one-third varies 
with the size of order. Therefore, $1.00 
will be apportioned over $100 of sales re- 
sulting in a figure of 1 per cent. An order 
is received for $5.00. Is this order prof. 
itable? A method of computation would 
be as follows: 


Order $5.00 

Gross Profit Percentage 30 

Gross Profit $1.50 

Cost of Filling Order 2.05 ($2 fixed, .05 
variable) 

Loss $ .55 


Thus, an order of $5.00 under these cir- 
cumstances results in a loss of $.55, tak- 
ing only the direct expenses of handling 
the order into consideration. Further 
computations reveal that under the as- 
sumed circumstances, an order of $6.85 
is necessary for the gross profit to cover 
the direct cost of filling the order. How- 
ever, this does not provide any margin 
for sales, advertising, or general and ad- 
ministrative expense. Now, what can be 
done about these small orders? 

The first step is to analyze the order 
file to determine just how important the 
problem is. Count all the orders under 
the minimum profitable order size and 
compare this total with the total number 
of orders. Is it 10, 15, or 50 per cent? 
How much is the company losing yearly 
by accepting these small orders? Can 
anything be done about it? Can a 
streamlined low cost procedure be initi- 
ated for handling these small orders 
profitably? Can the salesmen be trained 
to encourage the customer to place 
larger orders—to consolidate his pur- 
chases? Should more lucrative quantity 
discounts be offered to discourage hand 
to mouth buying? Should a service 
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charge be levied on all orders below a 
certain minimum? 


An Approach to Customer Analysis 


The objective of this phase of the 
analysis is to determine the source of the 
company’s sales revenue. Taking the as- 
sembled list of customers ranked by 
volume of sales, the following calcula- 
tions can be made. Assume twelve cus- 
tomers with sales as shown, and also, 
the number of calls made by salesmen 
as shown. 


Cus- No. of | Cus- No. of 
tomer Sales Calls | tomer Sales Calls 
A $2,200 8 G $400 3 
B 1,800 10 H 175 6 
Cc 1,400 6 I 85 4 
D 1,100 4 J 75 8 
E 800 6 K 30 5 
F 600 8 # 22 33 


1. Calculate the gross profit contrib- 
uted by each customer. (Assume 30 per 
cent gross margin.) The computations 
for customer A would be: 


Sales X Gross profit margin=Gross profit 
$2,200 X 30 = 


And so on for all the rest. 

2. Now, multiply the company’s aver- 
age cost per call times the number of 
calls, and thus the direct cost of solicit- 
ing the customer for the period can be 
roughly determined. Assume again $3.87 
as average cost per call as computed 


heretofore. The calculations for custom- 
er A would be: 


Av. Cost per call X No. of calls 
= Cost of customer solicitation 


$3.87 X 8 = $30.96 


And so on for all the rest. 

Placing all these computations in sum- 
mary form results in the table shown be- 
low. 

An analysis of this table shows: 


1. That the top third of the customers 
account for 75 per cent of the com- 
pany’s sales. 

2. That the lower third of the customers 
account for only 2 per cent of the sales 


and these customers showed a net loss 


considering only direct solicitation costs 
of $31.89. In other words, it cost money 
to get their business. 


Just because a customer shows a low 
volume and a loss is not sufficient reason 


Sales Gross No. of Direct Cost of 
Customer Volume Profit Cails Solicitation 
A $2,200 ¢ 660.00 8 $ 30.96 
Top 4 B 1,800 540.00 10 38.70 
G 1,400 420.00 6 23.32 
D 1,100 330.00 4 15.48 
E 800 240.00 6 23.32 
Middle 4 F- 600 180.00 8 30.96 
G 400 120.00 3 11.61 
H 175 $2.50 6 23.32 
I 85 25.50 7 27.09 
Lower } J 75 22.50 8 30.96 
K 30 9.00 5 19.35 
L 22 6.60 7 27.09 
Total $8 ,607 $2,606.10 78 $302.16 
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to discontinue soliciting him. It is very 
important to establish some method 
of estimating his potential purchasing 
power for the company’s products. 
There are many ways of doing this. One 
way is to ask the salesman to estimate 
how much of the product he thinks the 
customer could use annually. While this 
is not the ideal method, it is better than 
none. 

Another way is to take customers who 
are doing most of their buying with you, 
and compare their purchase volume with 
capitalization figures from Dun and 
Bradstreet. It may be found, for in- 
stance that stores of less than $2,000 
capitalization do not purchase a suffi- 
cient volume of products to warrant 
solicitation. Can these customers be 
profitably solicited by mail? 


Companies have used different indices. 


One machinery manufacturer used the 
number of machines in the prospects’ 
plant as an index. The company found 
by checking its records that 95 per cent 
of its sales volume came from plants 
having five machines or more. This com- 
pany will not allow its salesmen to call 
on a plant with less than five machines, 
unless the customer directly requests 
that a salesman be sent. The company 
has found it to be profitable to lose this 
5 per cent of their business. 

It is not at all uncommon to find that 
go per cent of the business comes from 
25 per cent or less of the customers. The 
cost of getting that last 10 per cent in 
most cases is more than the gross profit 
contributed. Think in terms of net profit, 
not in terms of volume. Find out who the 
profitable customers are and focus the 
sales effort on them. 
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MEASURING CONSUMER ATTITUDES 
TOWARD PRODUCTS* 


GEORGE H. BROWN 
University of Chicago 


HE success of the continuous panel 
> om a device for securing accurate 
sales data at the consumer level has 
led some students and practitioners of 
marketing research to question the wis- 
dom of measuring consumer attitudes 
towards products. Sales measures ob- 
tained from research are easily under- 
stood and can be verified quickly by 
reference to other data. Measurements 
short of sales suffer the possibility that 
they may be unrelated to the fundamen- 
tal objective of the marketing process, 
which is to maintain or increase the rate 
of sale for a particular product. What, 
then, are the unique gains that can be 
achieved through the measurement of 
consumer attitudes towards products? 

As a first approach to this problem, 
let us consider the ways in which the 
measurement of attitudes can supplement 
the sales data available to us through a 
continuous panel. We know from our own 
experience and from panel data that the 
sale of individual brands within a 
product class are not equally distributed 
between each brand. Moreover, we know 
that in many cases there is no tendency 
towards the sales becoming equal. This 
failure of brand sales to be equal reflects 
some fundamental factor at work, and 
one of the contributions of attitude re- 
search is to supplement panel data in 
explaining why a particular brand is 
doing poorly. 

In order to show this point more 
clearly, we may list some of the more im- 


* Paper presented at the National Convention of the 
American Marketing Association, New York, December 
27, 1949. 


portant factors that might cause a con- 
tinuing inequality in brand sales in a 
particular market. 


1. The various brands of the product may 
not be equally available to the con- 
sumers. It may well be that one brand 
of the commodity will be available at all 
retail outlets likely to carry such mer- 
chandise, whereas another brand may 
be available in only half or a third or 
even fewer of the available outlets. 

2. Consumer knowledge of the brands 
may not be equally distributed. It is 
conceivable that a particular brand 
may be made available for short or 
long periods of time in a number of 
outlets in a given market, but that 
consumers may not be aware of the 
existence of the brand, solely as a result 
of its store display. Many manufac- 
turers have had the experience of se- 
curing distribution for a_ particular 
product, only to see it languish on the 
deaier’s shelves instead of moving into 
the hands of the ultimate consumer. 

3. Consumer opinions of the product at- 
tributes may differ markedly from 
brand to brand. This is an academic 
way of saying that some products are 
well liked by consumers, and others are 
not liked nearly as well, even though 
the two brands purport to serve the 
same consumer need. These product 
differences may be real or imaginary, 
but in any event the difference that 
exists in the mind of the consumer will 
reflect itself in the rate of consumer 
purchase. 

The price of the various brands may 

not be equal. Other things being the 

same, experience has shown that the 
differing price explains differences in 
rates of purchase in the same market. 
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5. There are a host of special factors that 
may exist in any market situation. One 
brand may be packaged in a different 
size package than competing brands. 
It may be possible to secure a premium 
as a result of purchasing one brand 
whereas a similar offer may not be 
available for competing brands, or if the 
offer is similar, the premium available 
may not be the same. One brand may 
have been introduced to the market 
earlier in point of time than another, 
and this advantage may continue in- 
definitely. 


A brief consideration of the factors 
listed above will indicate that there are 
many of these possible sources of differ- 
ent brand popularities that can be ex- 
plained by data available through the 
continuing panel. Quite obviously data 
on relative prices can be quickly and 
easily procured by either the store audit 
or by the consumer panel. The availa- 
bility of the brand can be obtained 
directly in a store audit and at least 
partial data can be obtained through the 
consumer panel. Information on the 
package size, existence of premiums, 
special deals, et cetera can be easily 
obtained in panel surveys. In spite of 
these substantial contributions there still 
remains the problem of securing data on 
consumers’ knowledge of the existence 
of brands and consumers’ attitude to- 
wards brands. It is quite important for 
a manufacturer to know whether these 
factors are the cause of the lack of sale 
of his product, since the marketing action 
which he will take must be directed 
towards overcoming the obstacle to the 
sale. If the cause of the low sales is lack 
of knowledge of the brand among con- 
sumers, then the manufacturer must 
engage in advertising or some other form 
of communication in order to bring the 
sale of his brand to its proper place. If 
the difficulty is a low preference for the 


product then the manufacturer must in- 
vestigate further to determine what 
attribute of the product or package is 
responsible for the opinion, and whether 
or not the attitude is based on a true 
evaluation of the product attribute. If 
the consumers’ beliefs are verified by 
objective tests, then the manufacturer 
must engage in product re-design or 
must accept the fact that the product 
attribute appeals only to a small seg- 
ment of the market. If the attitude is 
based on a misunderstanding of the facts 
of the case, then advertising, or other 
forms of sales promotion are indicated. 
Sales data do not give a full explanation 
of the cause of low sales. Some of the 
information gathered in connection with 
the sales data do throw light on this 
problem, but the possibilities of a direct 
measurement of consumers’ attitude is 
a major factor in warranting continued 
experimentations with attitude research. 


ExpLorATORY STUDIES OF Con- 
SUMER ATTITUDES 


To illustrate the point made above, a 
report will be made here on some explor- 
atory studies undertaken at the Univer- 
sity of Chicago with the support of 
General Mills. Our purpose has been to 
measure the knowledge level that exists 
in the market, as well as the attitude 
towards brands held by individuals 
who have had experience with the prod- 
uct. The techniques we have used in 
these measurements are well-known to 
psychologists, and are very similar to 
those that have been used in marketing 
research by Cornelius DuBois. The 
measurement of knowledge level has 
been approached in two ways. First of 
all we have asked individuals to indicate 
the brand names which occur to them 
when a particular product class is men- 
tioned. The specific phraseology of the 
question is as follows: ‘“‘When you think 
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» what brands do you 
think of?” In our actual field tests, we 
carefully control the degree of probing 
in order to standardize the aid given 
to the respondent in answering such 
questions. The second general approach 
to measuring the level of knowledge is 
to use the aided recall method where an 
individual is given a list of brand names 
and asked to state which brand or brands 
she is now using, which brand or brands 
have been used in the past, and which 
brands she has heard about. In the tests 
we have done we have included a fic- 
titious brand to test the ability of the 
respondent to give us the desired infor- 
mation. We find in the product classes 
we have been using that the consumers 
are well informed on their brands and do 
not claim to have used the fictitious 
brand name. A modest percentage of the 
respondents claim to have heard about 
the fictitious brand name, but the num- 
ber has been so small as to be negligible. 
Of the two methods, we give somewhat 
greater attention to the knowledge level 
based on the aided recall method than we 
do to the unaided recall. We make an 
effort to list all brands available in the 
market in our aided recall tests. By this 
device we probably bias answers to- 
wards some of the lesser known brands, 
but the alternative of deciding which 
brands to omit leads us to accept this 
limitation of the technique. 

In measuring consumer attitude to- 
wards brands we have used the method 
of successive intervals, or the familiar 
rating scale, as the basic technique. 
Before adopting this procedure, we in- 
vestigated the method of paired com- 
parisons and the method of rank order, 
both of which are widely used in attitude 
measurement. We discovered that the 
method of paired comparisons is gener- 
ally looked upon as the basic measuring 
device, with the method of rank order 


and the method of successive intervals 
as approximations to the paired com- 
parison data. The method of paired com- 
parisons may be illustrated as follows: If 
you have ten brands about which you 
would like to have consumer attitudes, 
you would present the brands two at a 
time to the consumer, asking the ques- 
tion, “Which of these two brands do 
you like the better?” By getting an 
expression of opinion from each con- 
sumer for each of the possible pairs of 
brands, it is then possible to determine 
which brand holds the highest scale 
position in the market. In the case of ten 
brands there would be forty-five sepa- 
rate comparisons. 

In the method of rank order each per- 
son interviewed would be given all ten 
brands at one time and asked to sort 
them according to order of preference, 
placing the best liked brand in the num- 
ber one position, and the least liked 


brand in the number ten position. No- 


question other than the ordering be- 
tween brands would be involved. These 
data can be converted to the paired 
comparison form by assuming that if 
Brand X rated one, and Brand Y is 
rated 2, then on a paired comparison 
basis the individual would select Brand 
X rather than Brand Y. 

In the method of successive intervals, 
the person is asked to take the ten 
brands and to indicate their attitude 
toward each brand by placing it in a 
category such as very satisfactory, satis- 
factory, indifferent, unsatisfactory, very 
unsatisfactory. By the method of suc- 
cessive intervals, the person not only 
ranks the brands, but indicates the 
intensity with which the preference is 
held. Moreover, under the method of 
successive intervals, one or more brands 
may be placed in the same class, which 
does not occur under the paired com- 
parison or ranked order methods. 
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I. Atrirupes Towarps BranDs IN SELECTED 
Propuct Crasses 1n Cuicaco (Sprina, 1949) 


Per Cent of | Per Cent of | Per Cent of 
— Housewives | Users Who | Housewives 
Who Know | Give Brand | Now Using 
the Brand | Top Rating Brand 
FLour 
A 95.2 42.8 45.8 
B 94.6 40.8 40.3 
Cc 83.2 30.7 18.6 
D 47-6 9-7 2.7 
PackaGeD Piz Mix 
A 70.8 24.3 11.3 
B 55.2 26.8 6.1 
Cc 51.0 44.2 10.9 
D 46.2 20.8 4.2 
E 23-3 24.2 3-3 
PacxaGeD Dry Soup 
A 80.1 37.0 26.2 
B 72.5 26.2 
Cc 73-7 30.6 11.8 
D 32.7 16.0 1.7 
Scourinc CLEANSER 
A 95.1 45.7 41.2 
B 62.8 44.9 16.3 
Cc 43.6 29.4 11.0 
D 36.0 46.7 10.0 
E 65.8 24.6 6.1 
Ice CREAM 
A 33.8 67.5 21.4 
B 51.8 67.6 17.8 
Cc 26.8 50.0 8.6 
D 16.8 53.6 3-7 
E 37-8 26.5 3.3 


The reason for selecting the methods 
of successive intervals is that, of any of 
the three techniques, it enables an indi- 
vidual to handle the greatest number of 
observations. The interviewer fatigue 
that occurs in any study arrives most 
quickly in the method of paired com- 
parisons, then in the rank order test, 
and least in the successive intervals 
method. A number of experiments have 
been carried out using all three methods. 


which indicate that the findings are 
approximately the same for each method, 
As a final factor, the method of succes- 
sive intervals gives us the most impor- 
tant opinion of the individual since it is 
assumed that the purchase will be con- 
centrated on the item receiving the 
highest rating. As Thurston has pointed 
out in his classic article on the prediction 
of choice, it is necessary to go beyond 
the scale rating to the matter of distribu- 
tion of first choices’ in order to make 
correct predictions. 

To illustrate the application of these 
two measurements to particular situa- 
tions, Table I shows the level of knowl- 
edge, preference rating, and rate of use 
of the leading brands of five different 
products in the Chicago market. These 
data were taken by the _ techniques 
described above from separate 
samples. The all-purpose flour, pie mix, 
and dry soup data are from a sample of 
approximately 850 housewives selected 
at random from the Chicago metropoli- 
tan area during the month of May, 
1949. The data for scouring cleanser 
and ice cream are from a sample of 
five hundred housewives who were se- 
lected according to a probability sample 
design and interviewed during March of 
1948. The data in the now-using column 
represent the statements as made by the 
persons interviewed, and may be used 
as an approximation of rates of sale. We 
could have used actual sales data for the 
Chicago area and would have done so had 
we hadaccess tothe appropriate materials. 


Knowledge Levels and Preferences as 
Guides to Marketing Action . 


The tables are of interest in that they 
show the wide variation in the knowl 
edge level and the preference rating 
that may exist in a particular market 
at a particular point of time. The all- 
purpose flour situation is particularly 
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interesting in that it shows that the 
knowledge level and preference ratings 
are approximately the same for the first 
three brands. The rate of use, however, 
shows a concentration in the first two 
brands, with a much smaller share of 
the market going to the third brand. 
These data alone indicate that some 
other factor, such as distribution or 
price, accounts for the comparatively 
low sale of the third brand. Moreover 
the table suggests that neither of the 
leading brands can take action in this 
market to increase their sales substan- 
tially. Both products are well known, 
well liked, and purchased in approxi- 
mately equal quantity. The most likely 
possibility for increasing sales would be 
to take some action causing a large in- 
crease in relative preference or to intro- 
duce a price variation either directly or 
through premiums. 

The situation in regard to packaged 
pie mix is quite different from that of 
all-purpose flour. The knowledge level 
for the leading brand is well ahead of the 
next three brands, all of which are 
grouped around a level of 50 per cent 
knowledge. The fifth brand is well below 
the second, third and fourth brands and 
is known by approximately one third as 
many people as know the leading brand. 
In terms of preference rating, all the 
brands are about equally alike, with the 
exception of Brand C which stands well 
ahead of any other brand. The high 
preference for Brand C is shown by the 
fact that it has sales substantially in 
excess of Brand B or Brand D which 
are known equally well. Brand A does 
not enjoy the preference of B or C, but 
is nevertheless reportedly used by more 
people, reflecting the fact that more 
people are aware of the brand. The mar- 
keting job to be done by the various 
manufacturers is fairly clear. All manu- 
facturers except for Brand C have the 


job of investigating the quality of their 
product. If one brand such as C can 
command so strong a preference over all 
other brands, there must be some real 
or imaginery difference in the product 
quality. The manufacturers of Brand C 
can substantially improve their position 
in the market if they could increase the 
number of people who know about their 
product, and who have tried it. Adver- 
tising, sampling, counter displays, spe- 
cial promotions, et cetera, are clearly 
indicated since the evidence shows that 
sales will follow the use of this particu- 
lar product. Manufacturers of Brand E 
can increase their share of the market 
by seeing to it that more people know of 
the product. Brand E is better liked than 
Brand D, but because it is not so well 
known it suffers in sales. Advertising and 
other forms of sales promotion would 
help the market position of E. 

The possibilities of using data on 
consumer knowledge level and con- 
sumer attitude towards products in 
deciding what action should be taken 
by the manufacturer are clearly indi- 
cated by the above table. The informa- 
tion should, of course, be supplemented 
by other types of information available 
in the market before planning a specific 
course of action. It should, moreover, be 
checked against data on distribution, 
price, package size, and any other types 
of information available from continuing 
panel studies. The important point is 
that the attitude measurements can 
contribute to a general understanding of 
the market situation and can help in 
outlining the problem faced by the 
producer in holding a favorable market 
position or of overcoming an unfavor- 
able position. 


Attitudes as a Basis for Product Change 


A second general application of the 
measurement of consumer attitude to- 
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ward products is the guidance it gives in 
product development. As pointed out 
above, a low preference among consumers 
tends to be associated with a low market 
position. This fact, however, does not 
tell the manufacturer just what he should 
do to improve his product. Moreover, as 
indicated earlier in this paper, it is quite 
possible that the attitudes of individuals 
may be in conflict with the facts, in 
which case the appropriate action would 
be advertising and sales promotion rather 
than changing the physical form of the 
product. The approach to this aspect of 
the problem is to measure consumers’ 
attitudes towards various attributes of 
the brands of the product class. Perhaps 
this can best be illustrated by a special 
analysis made on scouring powders, in 
which individuals were not only asked 
to give their over-all rating, but were 
asked to give their opinion on each brand 
of scouring cleanser with reference to 
five product attributes.! The product 
attributes to be studied were determined 
by free-response interviewing of a small 
group of consumers to determine which 
aspects of a product were most important 
to them in deciding which brand to pur- 
chase; this was supplemented by the 
views of individuals having a long experi- 
ence in the sale of cleansers. The attri- 
butes finally selected for the full survey 
were package appearance, cleansing abil- 
ity, grittiness in use, harshness on hands, 
and odor. In addition to this, indi- 
viduals were asked to give the price of 
each brand they had used. In the test 
which Banks conducted, individuals 
were first asked to list all the brands 
they were using or had ever used. They 
were then asked, “How would you rate 
these brands on package appearance?” 
Their response was given in terms of 


1 For the data in this part of the report I am indebted 
to Professor Seymour Banks of De Paul University who 
conducted a study of consumer preferences as part of 
his work towards the Ph.D. at the University of Chi- 
cago under a research grant made by Swift & Company. 


a scale running from zero to eight in 
number, and unsatisfactory though 
very satisfactory in words. These data 
were later normalized by re-expressing 
the values on a scale running from 
—1 to +1, with the new o point at 
7 on the old scale. After each person 
had rated the brands on package ap- 
pearance, we then asked, “How would 
you rank these brands in regard to 
cleansing ability?,” again giving them a 
scale and having them choose the cate- 
gory reflecting their particular opinion. 

At the conclusion of the study a mul- 
tiple regression analysis was made of the 
data, using the over-all preference of the 
product as the dependent variable and 
the preference rating for each of the 
product attributes as independent vari- 
ables. The preference rating for the 
product as a whole and for each of the 
product attributes constituted a set of 
values describing a particular point on 
the preference surface. The equation 
showed that cleansing ability was the 
factor most highly related to over-all 
preference, with grittiness in use as the 
next most important factor. Package 
appearance, harshness on hands, odor, 
and price were much less important 
factors. This does not mean that package 
appearance or price and the other 
factors are unimportant, but that in the 
market situation being studied the 
products were considered more or less 
equal in regard to these product attri- 
butes, which were consequently not 
important in explaining the preferences 
that existed. 

With this information in mind it was 
possible to make a more adequate analy- 
sis of the steps that might be taken by 
manufacturers faced with a low prefer- 
ence rating. Table II shows the average 
rating given to the various cleansers in 
the Chicago market. The outstanding 
points in this table are that Brand C 
rates very high on package appearance, 
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both in relation to brand A and to 
cleansers in general. On the other hand 
Brand C rates somewhat lower on cleans- 
ing ability than Brand A, although it 
shows higher values for grittiness in use 
and harshness on hands. The negative 
values for Brand A indicate relatively 
low rating on the part of consumers in 
regard to grittiness and harshness, both 
with reference to brand C and in com- 
parison with all other cleansers. 

In the case of Brand C, laboratory 
tests have indicated that the cleansing 
ability of the product is equal to or 
better than that of any other product on 
the market. The company producing 
this brand, however, has been empha- 
sizing its package in current advertising, 
a factor which reflects in part in the high 
average rating on package appearance. 
We say in part, because the company 
selected its package after exhaustive 
consumer tests and would have enjoyed 
a higher-than-average rating whether or 
not any advertising had been done. It 
appears, however, that the company 
might well devote its marketing energies 
towards correcting the attitude regard- 
ing the low cleansing ability of its prod- 
uct. This can be achieved by presenting 
to consumers the data indicating the 
product’s cleansing ability, or by demon- 
strations of the ability of the brand as a 
cleanser. Should the product be able to 
overcome the unwarranted low position 
it now holds in the minds of consumers, 
it stands in a position to improve its 
market position considerably without 
changing either the physical form of the 
product or any other factors. Of course 
better distribution and the possibilities of 
offering the product at a lower price 
would contribute still further to its 
market position. 


Measurement of Advertising Effects 


The final use of measurement of con- 
sumer attitude towards products lies in 


Taste II.* Averace Prererence Scores on Propuct 
Atrrisutes or Scourinc Powpers (Cuicaco, 
SprinG, 1948) 

(s00 Interviews) 


Average Preference Rating 
Product Attribute | 4y | Brand | Brand 
Brands A Cc 
Package Appearance -058 .037 -385 
Cleansing Ability .066 -114 | — .O15 
Grittiness in Use 058 | — .424 331 
Harshness on Hands -133 | — .162 277 
Odor -329 331 
Knowledge of Price 1.795 2.171 1.823 


the area of the measurement of adver- 
tising effect. Many producers have tried 
to use sales measures as guides to the 
effectiveness of their advertising activ- 
ity. However, the influence of a single 
manufacturer’s advertising is frequently 
so small that the cost of securing the 
sales data necessary to measure the 
effect would be prohibitive, to say 
nothing of the costs of undertaking the. 
appropriate analysis. By using attitude 
measurements to identify the marketing 
problem faced by the manufacturer, it 
becomes possible to define the advertis- 
ing or marketing objective in such a way 


Tasie III.* Summary or Muttipte Recression 
ANALYsIs OF PREFERENCE Scores ON Propuct 
ATTRIBUTES OF ScourING PowDERS 
(Cuicaco, Sprine, 1948) 


(soo Interviews) 


Beta Coefficients 
Product Attribute 
All Brands Brand C 

Package Appearance .067 -034 
Cleansing Ability -750 
Grittiness in Use 156 
Harshness on Hands -Oo1 — .009 
Odor — .006 -009 
Knowledge of Price .068 108 
Multiple correlation 

coefficient .891 


* Data from Seymour Banks, “The Use of Psycho- 
logical Measurements in Marketing Research” (Un- 
published Ph.D. thesis, School of Business, University 
of Chicago). 
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that the same basic technique can be 
used to determine whether or not the 
advertising or sales promotion effort is 
having the desired effect. This type of 
approach to the measurement of adver- 
tising effect assumes that the attitude or 
preference changes before the rate of 
purchase of a particular brand changes. 
While this is a reasonable assumption, 
it has yet to be documented by careful 
research, and unless it is true it pre- 
cludes the use of attitude measurements 
for this purpose. At the present time, 
we are engaged in a careful study of this 
problem under research grant made 
available to the University of Chicago 
by General Mills. The series of attitude 
measurements are being taken at the 
same time that a substantial change in 
the advertising situation is being made. 
By studying the differential rates of 
purchase as well as the differential change 
in attitudes among people heavily ex- 
posed to the advertising as opposed to 
people lightly exposed to the advertising, 
we hope to shed some light on this im- 
portant problem. 


Cost or ATTITUDE RESEARCH 


Finally, I should like to call attention 
to the relatively low cost of attitude 
research. In the two studies reported 


here the field cost averaged slightly less 
than two dollars per completed inter- 
view, using an area probability sample. 
Experience has also shown that samples 
of five hundred to one thousand are 
adequate for the purposes described here 
and that data on seven product classes 
having a total of thirty major brands 
can be secured in one interview. This 
means that the field costs run from $35 
to $70 per brand per market. I think it 
is highly realistic to believe that on a 
cooperative basis the full cost of pro- 
viding these data should be less than 
$200 per subscriber per study. 

Cheap research is not good research 
any more than high-cost research is 
good research. I sometimes think, how- 
ever, that we take our research too 
seriously, looking upon it as the only 
source of information available to man- 
agement. Our constant drive for greater 
accuracy and validity is good if we do 
not increase costs to the point where 
research is priced out of the market. 
Market research at best can supply 
only part of the data needed for a busi- 
ness decision. It may therefore be wise 
for management to run the risk of an 
occasional invalid clew in return for a 
lower cost of research. 
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VERY purchase made by a consumer 
represents an ultimate decision in- 
fluenced by a vast number of factors. In 
a very real sense even so commonplace 
an action as the buying of a pound of 
coffee reflects not only the immediate 
past of the purchaser, but also her entire 
life, the attitudes of other members of 
her family, the history of her nation, 
and indeed, the complete story of civili- 
zation.! But of the countless number of 
influences which have combined to pro- 
duce a particular purchase at a given 
moment, only a relatively few are of 
interest to us as marketing theorists or 
practitioners. We accept, as part of our 
“frame of reference,” much of the back- 
ground which has culminated in the 
present state of our society, and we 
are concerned, not with a// causes of 
action, but rather only with those direct 
causes which have led to significant 
marketing behavior. 

Judgements respecting significance in 

* Paper presented at the National Convention of the 
American Marketing Association, New York, December 
27, 1949. 

1 Obviously, if the coffee purchaser is an American, 
her action is partly due to the fact that Americans gen- 
erally are great coffee-drinkers, but this phenomenon in 
turn arises from a series of historical, economic, and 
geographic influences. Furthermore, not all Americans 
drink coffee, so other explanations for individual vari- 
ance must be found, perhaps in terms of educational, 
economic, family, religious, or other forces. Books on 
anthropology, sociology, and social psychology are re- 
plete with examples of differences in social patterns and 
the possible explanations for their causes. See, for exam- 
ple, S. H. Britt, Social Psychology of Modern Life (New 
York: Farrar and Rinehart, 1941), particularly chapters 
four and five. For an extended discussion of the entire 


problem of causation, see R. M. Maclver, Social Causa- 
tion (New York: Ginn and Company, 1942). 


THE DETERMINATION OF FACTORS 
INFLUENCING BRAND CHOICE* 


WILLIAM F. BROWN 
University of California, Los Angeles 


behavior and directness in causes vary. 
For example, if Mrs. Smith walks to the 
neighborhood A & P grocery and pays 
75 cents for a pound of Maxwell House 
coffee, the marketing man is likely to 
focus his attention on the facts about the 
purchase itself and consider insignifi- 
cant such matters as the clothing Mrs. 
Smith elects to wear, the conversation 
she carries on with acquaintances in the 
store, her thoughts about the morning 
headlines, and so on. Again, an adver- 
tiser may consider as direct the influence 
exerted on Mrs. Smith by his use of an 
advertising theme stressing “Southern 
Hospitality,” but he may not share the 


psychologist’s enthusiasm for discover- 


ing that this theme was particularly 
effective in Mrs. Smith’s case because 
she retains very pleasant memories of a 
childhood visit to the home of a cousin 
in Atlanta. The nexus of behavior phe- 
nomena and motivations? are complex; 
we are forced to limit both the extensity 
and intensity of our investigations into 
them. In doing so we incur the risk of 
overlooking apparently irrelevant infor- 
mation that may hold the key to a par- 
ticular problem. 

Faced with the necessity of setting 
limits, however, it seems sound to base 
them on two principles: first, motivation 


2 The term “motivation” is variously defined in psy- 
chological texts and studies. For present purposes the 
very broad view expressed by Young has been accepted. 
He includes as motivational forces “. . . all conditions 
which arouse and regulate the behavior of organisms. 
... Some of the essential motivating conditions are 
within the organism; others are within the environ- 
ment.” P. T. Young, Motivation of Behaviour (New 
York: John Wiley & Sons, Inc., 1936), p. 45. 
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is significant to marketing if it deter- 
mines duying behavior, and second, 
motivation is direct (for marketing 
purposes) if it can be found to be com- 
mon in a sufficiently large number of con- 
sumers to make it feasible to establish 
marketing policies and practices upon it. 
What are the significant facts of buying 
behavior about which motivational in- 
formation should be known? Each of the 
following questions must be answered 


‘in most purchases, and the solutions 


arrived at by the buyer reflect a variety 
of influences: 


1. What type of goods should be pur- 
chased; that is, how should the ex- 
penditure of the available purchasing 
power be divided among the many 
kinds of goods desired ?* 

2. How much of an item should be pur- 
chased? 

3. When should the purchase be made? 

4. Where should the purchase be made? 

5. How should the purchase be made, 
i.e., by telephone or in person, by cash 
or on credit, by husband or wife, and 
so on? 

6. What brand should be purchased ?4 

In many cases, of course, the consumer 

is not conscious of the fact that he ar- 
rives at decisions with respect to all of 
these questions. Many expenditures are 
so unimportant, are repeated so fre- 
quently, are made so quickly, or are so 
affected by earlier actions that a particu- 


* Actually, this question implies a whoic series of de- 
cisions. We do not buy “food” as distinct from “‘amuse- 
ment.” We buy breakfast foods, meats, vegetables, 
desserts, etc.; still more specifically, we choose between 
cold cereals and hot cereals, cake and ice cream, and so 
on. 

‘It may be contended with some justification that 
there should be added to this list a seventh question, 
“What price should be paid?” Insofar as our marketing 
system is characterized as a one-price system, however, 
the determination of price is not so much a separate field 
of decision (as it would be if prices were determined by 
higgling) as it is a factor influencing the selection of a 
particular brand. In some product classes, it is true, 
brands may not provide the focus for consumer selec- 
tion factors, and in such cases (women’s ready-to-wear 
may be an example) price perhaps should be substituted 
for brand as the sixth area of decision. 
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lar behavior pattern is followed as a 


matter of course. In our example above, | 


Mrs. Smith perhaps had only to decide 
that she “needed” 
decisions required may have been deter. 
mined much earlier. In other instances 
answers to one question may narrow or 
eliminate the field of choice among alter. 
natives in other phases of purchase. The 
buyer who prefers a particular retailer’s 
brand has little freedom of choice re- 
garding the retail outlet at which he can 
buy; the patron of a cash and carry 
store has eliminated the possibility of 
buying on credit and of obtaining de. 
livery. The consumer who selects an item 
on impulse may solve at one stroke all 
other problems relating to the purchase. 
In spite of these qualifications, however, 
the six decisions must be made at some 
time and are constantly subject to rede- 
termination. And in any case, for pur- 
chases which are of relatively great im- 
portance, the buyer may reach specific 
conclusions respecting the separate as- 
pects of the problem and his delibera- 
tions about each may reflect a variety 
of motivating influences. 

Of these six problems, the selection of 
the kind of merchandise to be purchased 
precedes the others both in time and in 
general importance. The individual firm 
marketing a specific brand, however, is 
likely to be most concerned with con- 
sumer brand choice, and it is toward 
this aspect of the subject that most of 
the present study has been directed. 
Having decided to buy, say, coffee, 
aspirin, and gasoline, why does the 
buyer select Maxwell House, Bayer, and 
Texaco? 


5 It should not be assumed that the individual firm 
has no stake in the first topic. On the contrary, inter- 
industry competition appears to be gaining increasing 
recognition as an important problem in business man- 
agement. It should be pointed out, too, that the other 
phases of the purchase may be of paramount importance 
to some marketing firms, e.g., wholesale and retail in- 
stitutions. And most of these aspects of the situation 
have some significance to the operations of all businesses. 


coffee. The other 
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I]. MerHops EmMPLoYED IN THE STUDY 


Before considering the reasons why 
consumers elect to buy one brand rather 
than another, a few words should be in- 
serted regarding the methods used in the 
study. In general, the investigation em- 
ployed the qualitative or “depth” inter- 
view technique. This approach is sub- 
ject to many criticisms; among them, 
that it requires too much dependence 
upon the skill of the interviewer, that 
field workers cannot record or remember 
all of the details and nuances of the inter- 
view, that verification is impossible, and 
that interpretation of results must de- 
pend upon interviewer judgements. The 
force of these objections was reduced in 
this case by wire recording the inter- 


views and by outlining a fairly definite 


interview plan. 


The Wire Recorder 


To obtain the requisite electrical con- 
nection for the wire recorder and at the 
same time to overcome the bias and re- 
straint which arises when the respond- 
ent knows the conversation is being re- 
corded, the equipment was disguised as a 
so-called “Attitude Analyzer,” a box to 
which were attached two hand-operated 
resistances. The respondent squeezed one 
or the other of these to indicate favor- 
able or unfavorable attitudes toward 
the brand names and advertising slogans 
which were read to him as part of 
the two introductory questions and the 
concluding query. Pressing the handles 
of the resistances caused a red or a 
green jewel light on the box to glow 
with varying brilliance, but had no 
other significance in the interview what- 
soever. The majority of the inter- 
viewing was done after the respond- 
ent had placed the hand resistances 
aside. Not a single person showed any 
suspicion that the interview itself was 
being recorded.* The usefulness of the 
recordings for purposes of interpreting 


responses is obvious, but perhaps they 
contributed most by making it possible 
to analyze conversations carefully in 
order to note for subsequent use any 
line of attack that had been overlooked 
in the interview. 


The Interview Plan 


To overcome partially the difficulty 
of controlling the interview itself, the 
inquiry procedure was organized as 
follows: after establishing by formal 
questioning the respondent’s brand pur- 
chase, preference, and knowledge in 
each of the selected product classes 
(coffee, aspirin, and gasoline), a direct, 
naive ‘“‘why” question was asked. 
Although this type of question, in the 
author’s opinion, almost never obtains 
acceptable answers in the aggregate, it 
does provide a point of departure for 
further interrogation. For example, sev- 
eral respondents who regularly purchase 


Bayer aspirin stated that they did so. 


because it was the highest quality prod- 
uct in its class. Knowing that chemical 
and physical differences between brands 
of five grain, United States Pharma- 
copoeia aspirin are insignificant, it was 
possible to disqualify the answer and 
proceed in attempts to find out why the 
buyers thought that Bayer was better 
than other brands. To accomplish this 
goal, each potential influence became a 
separate hypothesis to be checked, but 
particular emphasis could be given to 
factors such as advertising which might 
be expected to give rise to the belief in 
superior quality. 

This more or less positive approach 
was supplemented by what may be 
termed a negative procedure. Each re- 
spondent was queried as to why she did 
not buy each of the other brands with 

6 Mention might also be made of the fact that the in- 
terviewer himself need not know that the box contains 
a recorder; hence the device could be used as a test of 


interviewer competence. It should be noted also that 
battery-operated units apparently are now available. 
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which she was familiar. This technique 
was helpful in many cases, but it proved 
to be particularly fruitful of results in 
those instances in which the respondent 
seemed to have no very pronounced 
brand choice.’ On the other hand it must 
be admitted that in some instances an 
impasse was reached; it proved to be 
impossible at times to distinguish be- 
tween the influence exerted by adver- 
tising and that arising from such an in- 
tangible but important factor as the 
recommendation of a friend or neighbor. 

Wherever possible, objective informa- 
tion was employed as a means of verify- 
ing answers or indicating the need for 
further questioning. Mention already 
has been made of the use in this way of 
the fact that brands of five-grain, U.S.P. 
aspirin do not differ in any significant 
respect; a somewhat similar situation 
was reported by a testing laboratory 
chemist to exist with regard to the physi- 
cal characteristics of the brands of gaso- 
line available in Los Angeles.? Other 


7 For example, one elderly woman who did not herself 
drink coffee had indicated that she was only very 
vaguely aware of the advertising of most leading brands, 
that she had purchased many of them and found that 
her husband seemed to enjoy them equally, and that 
prices for the majority of brands were about the same 
(she did not “‘trust”’ low-priced brands). In spite of this 
expression of willingness to accept any of the leading 
brands, she admitted that she actually purchased Max- 
well House more frequently than competing brands. 
Positive questioning elicited no satisfactory answer, but 
when she was asked to visualize the last purchase and 
to explain why she had not selected each of the other 
brands, she thought about them one by one and then 
exclaimed: “I guess I picked Maxwell House because I 
think that the blue on the can is so beautiful.’’ While 
this may not constitute conclusive proof that packaging 
was the determining element in this case, it does reveal 
the extent to which the method was able to pry out in- 
formation that is seldom offered voluntarily. 

8 The relative “performance” quality (ability to sat- 
isfy the flavor requirements of users) of various brands 
of coffee conceivably could have been determined ob- 
jectively by means of taste tests given respondents 
either at the time of the interviews or upon subsequent 
occasions. Practical difficulties and time limitations 
made the use of this procedure impossible in this pre- 
liminary study; it is hoped that the possible usefulness 
of such an approach can be determined in the completed 
research program. 


facts, such as the locations of grocery 
and drug stores and service stations, 
comparative price data, and so on, were 
noted in advance of interviews to im- 
prove the evaluation of replies of re. 
spondents.°® 


III. A CLAssiIFICATION OF Factors 
INFLUENCING BRAND CHOICE 


The following enumeration presents a 
simple listing of the factors found to be 
important in determining brand choice, 
but it immediately becomes evident 
that the list is really a classification of 
forces. For example, the first item, physi- 
cal characteristics of the brand, may 
refer to coarseness of grind in the case of 
coffee, to size of tablet in aspirin, and to 
such features as octane rating and sul- 
phur content in gasoline. Each topic on 
the list, then, must be specifically applied 
to particular products. Some reasonable 
classification seems necessary, however, 
in order to prevent an interminable cat- 
aloguing of features having no general 
significance. The factors so classified are: 


1. Physical characteristics of the brand 
2. User’s experience with the brand" 


9 A general analysis was made of competitive adver- 
tising in the three product classes included in the study, 
but a comprehensive effort in this direction was not 
made because it was considered neither possible, nor 
necessary within the scope of the study, to attempt to 
trace the influence exerted on motivation by all of the 
various types of advertising themes, media, etc. This 
problem is a special phase of the broader subject and as 
such is the object of continuous research. 

10 Although this topic may seem to be indistinguish- 
able from the first factor, it can be differentiated because 
in many instances the circumstances of use cause con- 
sumers to develop brand attitudes not supportable by 
the facts of the product’s physical characteristics. For 
example, several respondents were quite convinced that 
the brand of gasoline preferred (a different one in each 
case) gave them greater mileage, and they cited specific 
experiences to substantiate their beliefs. In spite of the 
physical equality of the brands the circumstances of use, 
e.g., type of driving, condition of motor, etc., varied 
sufficiently to enable one or another brand to “prove” 
its superiority. It might be suggested that preferences 
arising in this way should be attributed to chance, and 
in a sense this often is true, but the frequency with which 
this kind of influence appears and its special nature 
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3. Packaging 

4. Price 

s. Premiums, guarantees, etc. 

6. Habit 

7. Recommendation by friends 

8. Recommendation by “experts”! 

g. Convenience of dealer’s location 

10. Personal salesmanship 

11. Dealer services 

12. Dealer prestige 

13. Advertising and display 

14. Special characteristics of the manu- 
facturer, e.g., labor policy, location, 
etc. 

15. Novelty” 

16. Chance™ 

17. Availability 

18. Brand prestige or social acceptance. 


seem to justify a distinct category. This overlap is, of 
course, typical of the uncertainties which arise when a 
classification of the present sort is attempted. 

1 A distinction has been drawn between recommenda- 
tions by friends, neighbors, relatives, etc., and by ex- 
perts, real or otherwise, such as mechanics, salesmen, 
doctors, and advisory agencies, e.g., Consumers’ Re- 
search, on the basis of the degree of special knowledge 
the second group is supposed to possess. The two 
classes might be combined or other bases of distinction 
might be employed. In general, the extent to which 
subdivisions of topics should be detailed in the classifi- 
cation must rest upon judgements respecting the useful- 
ness of further refinements for purposes of analysis. It 
may be desirable, also, to group categories in order to 
reveal particular relationships. For example, influences 
might be classed under such headings as factors over 
which the brand owner has direct control, those over 
which he has only indirect control, and those which he 
cannot affect in any way. 

2 The desire to “try something different” sometimes 
was mentioned by respondents as a reason for earlier 
changes in brand choice. It was difficult to identify in 
connection with current brand usage, but the very na- 
ture of the influence renders this understandable. 

8 The term chance is employed to refer both to the 
effect on brand choice occasioned by unplanned events, 
¢.g., the emergency purchase of a brand of gasoline by a 
motorist who suddenly discovers his gasoline tank is 
empty, and to planned citcumstances which possess 
only a fortuitous relationship to the brand selected, e.g., 
the lawyer who patronized a particular gasoline service 
station because the owner had once been a client. 

4 The inclusion of “prestige” is perhaps an admission 
of an inability to identify more specifically other moti- 
vating forces. Prestige may develop from a combination 
of many factors, among them, advertising, recommenda- 
tion of others, price, appearance, display, and so on. 
The present study is in the nature of a pilot venture 
designed to determine the feasibility of the techniques 
employed. It is planned in further research to attempt 


How Factors Influence Brand Selection 


A presentation of this sort may be 
useful, but it does not indicate the rela- 
tive importance of the factors; nor, more 
significantly, does it provide any clue 
to the manner in which they influence 
behavior. It may imply, too, that the 
topics are separable, when in fact they 
are not. Advertising, for example, is 
informative as well as persuasive. It 
presents facts about the product, its 
price, its packaging, and so on, that in 
themselves may be impelling. Does the 
person who reads an advertisement 
announcing a sale price on an unfamiliar 
brand of aspirin buy because of the price 
or because of the advertising? Both 
must be assigned credit, of course; diffi- 
culties of this sort are easily resolved if 
it is recognized that in almost every 
purchase situation a variety of forces 
operate simultaneously. The real prob- 
lems arise in ensuring that no important 


factors are overlooked and in gauging - 


the intensity of the identified elements. 
The consumer’s final selection of a brand 
rests upon the comparative net balances 
of all influences, both favorable and un- 
favorable, that bear upon each brand to 
which he is exposed. 

The ideas presented here, though 
stated in much less formal terms, parallel 
to a certain extent many of the concepts 
of the “‘vector and topological psychol- 
ogy” of Kurt Lewin. He employs the 
term “vector” to describe the concept of 
motivating forces which in their purely 
marketing implications have been here 
termed “factors.” To express the 
strength and directions of such forces 
he assigns them positive or negative 
“valences,” theoretically of specific nu- 


more exactly to isolate these particular factors, although 
it is recognized that only a limited degree of success can 
be expected in such an attempt; the influences which 
create an aura of “prestige” around a brand often are so 
subtle in nature and arise over such a long period of time 
that the respondent is at least partially unaware of 
their existence. 


ery 
sf 
ts a 
1Ce, 
lent 
l of 
Ysi- 
nay 
1 to 
sul- 
>on 
lied | : 
able ae 
ver, 
eral 
are: 
‘and 
dver- i 
tudy, 
$ not 
nor 
pt to 
of the 
This 
nd as 
ruish- 4 
cause 
con- 
le by 
. For 
ithat 
each ff 
ecific 
of the = = 
f use, 
raried 
rove” 
ences 
and 
which 
ature 


704 


THE JOURNAL OF MARKETING 


merical value.” The worth of the Lewin- 
ian system as a description of motiva- 
tional processes and as a guide to certain 
specific research seems to be accepted by 
psychologists. However, the difficulty, if 
not absolute impossibility, of achieving 
exact measurement of the valence of 
each vector in proportion to the totality 
of proximate causes suggests that some 
system of approximation be substituted. 
To put it another way, our inability to 
state, for example, that an individual 
is influenced ten per cent by price, fifty 
per cent by advertising, and so on, makes 
necessary the use of less precise terms. 
Accordingly, the factors identified as 
motivating brand selection in the case of 
each respondent in this study have been 
classified into two categories, “qualifying 
factors” and “determining factors.”’ The 
following example of this procedure may 
be illuminating: 

One respondent, a high school teacher, 
stated that she always bought one of 
the “major” brands of gasoline (pre- 
sumably those sold by companies which 
advertise extensively, tend to follow 
certain similar price policies, have 
achieved wide distribution for their 
brands, etc.); furthermore, she was con- 
vinced from her experience with them 
that they were equally good; she had 
never tried what she termed a “cheap” 
brand and believed these were harmful 
to an automobile’s motor; she would 
not drive into a service station, except 


1% The statements made above oversimplify the 
Lewinian approach by neglecting the sequential aspects 
of motivation (exemplified by Lewin’s “hodological” 
maps) and by omitting a consideration of his analysis 
of the strength of forces (particularly as presented in 
his trichotomy of possible goals: achievement, aspira- 
tion, and ideal). There are a number of publications sum- 
marizing Lewinian theory, among them: R. W. Leeper, 
Lewin’s Topological and Vector Psychology: A Digest and 
a Critique, University of Oregon Monographs, Studies 
in Psychology, No. 1 (Eugene, Oregon: University of 
Oregon Press, 1943) and, for marketing students par- 
ticularly, J. Clawson, “Lewin’s Vector Psychology and 
the Analysis of Motives in Marketing” in R. Cox and 
W. Alderson, editors, Theory in Marketing (Chicago: 
Richard D. Irwin, Inc., 1949) chapter three. 


in an emergency, unless it appeared to 
be clean; finally, although she occasion- 
ally did buy at outlets on her route 
home from high school, she preferred to 
patronize stations near her home in 
order that she might get advice or assist- 
ance in the event that she had mechani- 
cal difficulties with her car. On the basis 
of this information it could be decided 
that the qualifying factors governing her 
usual brand purchase were experience, 
price, convenience, dealer service, and 
prestige. Three service stations, selling 
Standard, Shell, and Mobilgas, respec- 
tively, seemed to meet her requirements. 
They were located on different corners 
of the same intersection about one block 
from her house. Here, then, was a situa- 
tion in which any of three brands might 
have been selected; the margin of choice 
between them seemed to be very narrow 
indeed. Actually, however, she ad- 
mitted that until recently she had almost 
invariably patronized the Mobilgas out- 
let. After eliminating other possible vari- 
ables by appropriate questioning, it 
developed that she was impressed by the 
fact that the Mobilgas station was 
larger than the others and had more ex- 
tensive repair facilities. Apparently, 
then, an added weight to the factor of 
dealer service had tipped the scales, 
and so it became determining. But its 
absolute strength was minor, as indi- 
cated clearly by the fact that about two 
months before the interview she had 
acquired some stock in the Standard Oil 
Company of California and this “‘chance” 
influence has since caused her to make 
all of her gasoline purchases from the 
Standard dealer at the same intersec- 
tion. Not infrequently, then, the deter- 
mining factor may be relatively unimpor- 
tant compared to the combined signifi- 
cance of the qualifying factors; a small 
shift in the internal or environmental 
situation may change the balance. 

At times, too, unfavorable or negative 
factors may be determining to a consid- 
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erable degree. One respondent with very 
pronounced opinions had purchased 
Bayer aspirin for many, many years 
until he became convinced somehow 
that the Bayer Company was support- 
ing Hitler. He then used either the 
Squibb or St. Joseph brands impartially 
because he “didn’t have confidence in 
private brands, unknown names, or 
‘cheap’ products.” St. Joseph, however, 
has been crossed off his list recently be- 
cause he associates its spot announce- 
ments with Fulton Lewis, Jr., whose 
politics he deplores. 

Negative influences may not always 
be determining, of course. One elderly 
lady asserted that she thought that 
almost all of the leading brands of 
coffee were about alike; she had tried 
them all and been satisfied. But she 
purchased Edwards coffee, a Safeway 
private brand, because it was the only 
one which she “knew” would not turn 
bitter in the thermos bottle she placed 
in her husband’s lunchpail. She bought 
this brand in spite of her opinion of cer- 
tain of the Safeway Company’s employee 
policies which caused her to do all of the 
rest of her shopping at other chain 
stores and in spite of her belief that no 
price differential existed in favor of 
Edwards coffee.* The one factor, ex- 
perience in use, had clearly governed 
brand choice. In those instances in which 
the experience of the user leads to a 
clear-cut opinion respecting the ability 
of the brand to give satisfaction, it is 
likely that this opinion may be determin- 
ing (despite the fact that it may have 
been adopted upon the basis of inade- 
quate evidence). 

In a number of instances it was im- 
possible to determine which of two fac- 
tors was decisive. Several purchasers of 


* Actually, the price of Edwards coffee was two cents 
than most other brands in the Safeway unit where 

she purchased it (at the date of the interview). However, 
other private brands both in that store and in others 
which she patronized were substantially lower in price. 


Bayer aspirin reported a very favorable 
attitude toward the brand, but upon 
specific questioning admitted that they 
merely asked the drug clerk for aspirin 
and were given Bayer, apparently as 
a matter of store practice. It would be 
possible experimentally to determine the 
relative importance of their brand atti- 
tudes and the salesman’s actions, but 
such a procedure was not within the 
scope of the present study. In this con- 
nection it might be noted that it is the 
purpose of the subjective interviewing 
technique employed herein to provide a 
broad perspective of the brand selection 
problem; it should be emphasized again 
and again that the method must be 
supplemented by the use of more objec- 
tive procedures for precise measure- 
ment and intensive analysis of each in- 
fluencing factor. 


IV. TenTATIVE Conc.Lusions RESPECT- 
ING THE RELATIVE IMPORTANCE OF 
Branb Cuoice Facrors 


The examples given previously dem- 
onstrate clearly that individual con- 
sumers are influenced differently by the 
factors that have been mentioned. 
Nevertheless, generalizations respecting 
large numbers of buyers should be pos- 
sible if based upon the investigation of 
an adequate sample. The present study 
made use of a very small, localized 
sample which was felt to be adequate for 
the purposes in mind, namely, testing 
the method of approach to the problem, 
defining the factors, and describing in a 
general way the manner in which they 
motivate buyers. The smallness of the 
sample, however, renders it possible 
only to venture a few highly tentative 
remarks which in a comprehensive study 
might be stated with more quantitative 
exactness. 

In the case of gasoline the majority of 
buyers interviewed were favorably influ- 
enced by an almost standard group of 
qualifying factors, including prestige, 
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advertising, and satisfactory experience 
in use, but in most instances the actual 
preference for a particular major brand 
seemed weak. The determining elements 
varied considerably, with convenience, 
dealer services, salesmanship, and chance 
most often noted. However, these factors 
sometimes led to quite consistent brand 
selection. In other words, the margin of 
preference usually was small but often 
very important in establishing behavior 
patterns. Among a minority of buyers (a 
quite different group) price was deter- 
mining. In such cases, as might be ex- 
pected, the qualifying factors were usu- 
ally very different. 

With respect to coffee there seemed 
to be somewhat more pronounced dif- 
ferences of opinion about the desirability 
of leading brands, but even so, the mar- 
gin of preference often seemed small. 
Prestige, advertising, and, of course, 
acceptable experience in use again con- 
stituted important qualifying factors. 
These same influences sometimes de- 
termined brand choice specifically, 
coupled with habit (respondents fre- 
quently stated that all the “leading” 
brands were satisfactory, but admitted 
buying one brand fairly regularly with- 
out any discernible reason for continuing 
to do so). Price seemed less important as 
a factor governing choice of a brand of 
coffee than it was in causing buyers to 
select a particular brand of gasoline.” 

Aspirin differed from the other two 
products both in the extent to which the 
field was dominated by one brand, Bayer, 
and in the degree to which advertising 
and prestige were critical. Salesmanship, 


17 In one instance high, rather than low price, was 
significant in determining the choice among coffee 
brands. The respondent clearly believed that the most 
expensive brand necessarily possessed better “quality,” 
flavor, and so on. This attitude, perhaps justified with 
respect to many products, probably influences some 
brand selection in many product classes. In the absence 
of prior experience with the product or of objective evi- 
dence respecting the product’s physical characteristics, 
this philosophy of brand selection is as truly a “price” 
approach as that used by the buyer who seeks low 
prices. 


mentioned earlier, and habit, too, were 
important as determining factors. Price 
proved to be decisive in only a very few 
cases, perhaps because there seems to 
be an almost startling lack of price 
knowledge among respondents. The in- 
frequency of purchase and the desire 
to “play safe” apparently cause many 
consumers to consider price of almost no 
concern when buying this kind of prod- 
uct. 

A final word of caution respecting the 
significance of the brand choice factors 
should be added. As listed here, they 
constitute only a stage in the motiva- 
tional sequence. If the consumer buys a 
certain brand primarily because of the 
advertising, or the price, or the dealer’s 
recommendation, new questions im- 
mediately arise. Why does the advertis- 
ing affect him? Why is the price satis- 
factory? Why does he believe the 
dealer? The responses to these questions 
would lead to still others, and so on until 
the most fundamental of motives were 
uncovered. But to do this leads in most 
cases away from the realm of particular 
brand choices and the marketing policies 
which are directed toward them. 

In concluding it is worthwhile pointing 
out that the importance of the factors 
influencing choice has been recognized 
for many years. A vast amount of re- 
search has been and is being conducted 
on many of them individually. Testing 
the product, the advertising, and the 
package, is an old story. But seldom has 
an adequate overview been taken. Does 
the consumer pay more attention to the 
advertising—beyond a certain point, at 
least—than to the dealer’s salesmen? 
Would lower prices or improved quality 
be more preferred by the buyer? How 
important are such factors as the recom- 
mendations of experts or of friends and 
to what extent may they be controlled 
by the individual marketing firm? The 
most effective direction of marketing 
activities requires accurate answers to 
all of these questions. 
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Eprror’s Note: Since this article was written, the 
Court of Appeals has confirmed the lower court’s ruling, 
and the State legislature has passed a new measure re- 
establishing mandatory fair trade for the liquor industry. 


N RULING that mandatory fair trade in 

New York State’s liquor industry 
was unconstitutional, the State Appel- 
late Court has indicated that in its opin- 
ion it was the legislature’s function “‘to 
determine fundamental matters of policy 
such as whether or not there should be 
mandatory price-fixing in the sale of 
intoxicating liquors.” This legal reversal 
for fair trade is one of several in which 
various state courts have recently ques- 
tioned the constitutionality of such 
legislation, particularly in its mandatory 
form.? Supporters of these laws are now 
seeking to reestablish the status guo ante 
either by appealing to higher courts or 
by securing new legislation less vulner- 
able to legal attack. If the adverse de- 
cision in New York is upheld by the 
Court of Appeals, and informed opinion 
in the industry is inclined to believe that 


1 Edward Stanley Levine vs. New York State Liquor 
Authority, 275 N. Y. Appel. Div. 217. The Court ruled 
more specifically that sub. 12 (b) of Section 17 of the 
Alcoholic Beverage Control Law and Rule 26 of the 
Authority involved an unconstitutional delegation of a 
legislative function to an administrative body. 

* The first legal blow to mandatory fair trade was 
delivered on July 15, 1948 when Judge Harry M. Fisher 
of the Cook County Circuit declared that mandatory 
fair trade was unconstitutional in the Three Feathers 
case. On April 7, 1949, the Florida Supreme Court de- 
clared the State fair trade law unconstitutional in a suit 
brought by the Continental Distilling Co. vs. Liquor 
Stores Inc. and Webb’s City. On May 4, 1949, in the 
case of Schweggman Brothers vs. Louisiana Board of 
Liquor Control, a District Court decided that the 
mandatory provisions of the Liquor Control law were 
unconstitutional. The last, and, in some ways, the most 
serious set-back for fair trade in liquor was the decision 
of the New York Appellate Court in the Levine case, 
op. cit, (May 10, 1949). 


THE ECONOMICS OF MANDATORY 
FAIR TRADE 


CHARLES H. HESSION 
Brooklyn College 


it will be,? the whole controversial ques- 
tion of mandatory fair trade in liquor 
will again confront the legislature. The 
law makers will have to decide upon the 
economic merits of the case, as well as 
upon its other aspects. Their task will 
not be an easy one because the issues 
have been badly confused by propaganda 
and special pleading. Most recent im- 
partial studies of mandatory fair trade 
have mainly dealt with its legal aspects;* 
this analysis is primarily devoted to the 
economics of this hotly debated question. 

The judicial and legislative action 
taken in New York State will be very 
important in influencing the ultimate 
fate of such legislation throughout the 


nation because of the pivotal character 


of New York City as a liquor market. 
It has been said that opponents of fair 
trade laws have often apparently thought 
that if they could abolish resale price 
maintenance in New York, it would 
eventually be invalidated or fall into 
disuse elsewhere. Agreeing with this 
general assumption, fair traders have 
strenuously sought to establish them- 
selves in the Empire State. These con- 
siderations add interest to an examina- 
tion of the economic consequences of 


3 New York Times, July 24, 1949, Sec. III, p. 1. 

4 See, e.g., “Compulsory Resale Price Maintenance in 
Liquor: A New York Experiment in Controlled Compe- 
tition,” Yale Law Fournal, Jan. 1948, pp. 459-474; A. A. 
Winograd, “Mandatory Liquor Price Control in New 
York State: Its Unconstitutionality,” Intramural Law 
Review of New York University, School of Law, March, 
1949, pp. 195-202; G. V. Freund, “How Fair is Fair 
Trade in Liquor?” The Glass Packer, Feb. 1949, p. 109 
ff. Freund deals with some of the economic issues in- 
volved in mandatory fair trade. 

5 “Fair Trade Tests,” Business Week, Nov. 9, 1940, 
PP- 39-49. 
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mandatory fair trade in the State’s 
liquor industry since it went into effect 
on September 1, 1947. The historical 
background of New York State’s law 
will be briefly described as a preliminary 
to such an analysis. 


History or MAnpatory Fair 
TraDeE Law 


Liquor fair trade in New York has had 
its ups and downs. Before World War II 
the retail liquor industry in New York 
City was frequently subject to uncon- 
trolled, competitive price-cutting, de- 
spite efforts to stabilize prices under the 
so-called voluntary or permissive resale 
price maintenance law (the Feld-Craw- 
ford Act of 1935). This Act generally 
failed to accomplish its purposes in this 
industry for several reasons: (1) the 
depressed state of the economy before 
the War created powerful consumer re- 
sistance to price maintenance; (2) dis- 
tillers, recognizing the existence of a 
buyers’ market, were often lax in enforc- 
ing their resale price contracts; (3) the 
legal penalties under voluntary price 
maintenance were not adequate to pre- 
vent price cutting; (4) the machinery 
for detecting violations was too depend- 
ent upon individual complaint to check 
wholesale disregard of the law. These 
weaknesses manifested themselves in 
numerous “price wars,” particularly at 
the time of the Christmas holidays, and 
also throughout the year, in the form of 
sufreptitious price reductions.* The 
result was that the Feld-Crawford Act, 
as applied to this industry, had largely 
become a “dead letter”; it failed to 
achieve the stabilizing effect which the 
legislature had ostensibly intended. 

Similar conditions in other states led 
liquor dealers to press for the adoption of 


6 Federal Trade Commission, Report on Resale Price 
Maintenance (Washington: Government Printing 
Office, 1945), PP. 356, 357, 363. 


mandatory resale price maintenance 
laws under which distillers or other dis- 
tributors were compelled to establish 
resale prices and state agencies assumed 
the responsibility for enforcement. As of 
June, 1949, fourteen states had some 
form of fair trade rulings governing the 
sale of alcoholic beverages.’ Of these, 
eleven had mandatory filing provisions 
and three had voluntary systems. States 
having mandatory filing provisions in- 
clude California, Georgia, Illinois, Ken- 
tucky, Louisiana, Massachusetts, New 
Mexico, New York, Oregon, Delaware, 
and Arkansas.*® 

Mandatory fair trade for New York 
State’s liquor industry was first con- 
sidered in 1939 when a bill was intro- 
duced in the State legislature which 
would have given the State Liquor Au- 
thority the duty of enforcing liquor 
prices. The proposal was not adopted at 
that time. The demand for such legisla- 
tion on the part of liquor dealers subse- 
quently subsided because of the exist- 
ence of a seller’s market for alcoholic 
beverages during the years of World 
War II. At its 1945 session, however, the 
State legislature granted rule-making 
power over the fair trade contracts in 
the industry to the Liquor Authority by 
an amendment to Section 17 of the Alco- 
holic Beverage Control Law.® In order 
to forestall a return to the pre-War 
conditions of competition and, it is 
alleged, to protect the investment of 
veterans who had entered the business 

7 Account must be taken of the fact that seventeen 
states are so-called “monopoly” states in which the 
state conducts all or part of the business. 

8 National Liquor Review, June 15, 1949, Pp. 10. 

® Chapter 687 of the Laws of 1945. This amendment 
provides in part as follows, regarding the functions, 
powers and duties of the Authority: “To adopt rules 
and regulations in its discretion prohibiting or regulat- 
ing the sale of alcoholic beverages in violation of the 
provisions of a Fair Trade Contract; or prohibiting the 
sale of any and all alcoholic beverages, other than pri- 
vate brands, except pursuant to a Fair Trade Contract. 
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in considerable numbers,'° the State 
Liquor Authority promulgated its Rule 
26 which relates to Mandatory Fair 
Trade Contracts. The Rule affects only 
liquor and wine, specificially excluding 
beer and cider from its provisions. It 
prohibited after its effective date (Sep- 
tember 1, 1947) the sale, offer for sale, 
or solicitation of an order for liquor or 
wine unless the manufacturer or whole- 
saler of such. brand shall first have 
entered into a fair trade contract under 
the terms of the Feld-Crawford Act, 
unless the licensee had received permis- 
sion from the Authority to sell his prod- 
ucts without so doing. The Rule also 
requires that the minimum consumer 
resale price or prices set out in the fair 
trade contract shall be uniform and not 
vary throughout the State. The setting 
of the minimum consumer resale price 
is left to the owner of the brand or 
his duly chosen agent. The Liquor Au- 
thority has no right, power or influence 
over the determination of this price.” 
The penalties for selling liquor below 
the filed prices take the form of suspen- 
sion for the first and second offenses and 
revocation of the offender’s license for 


the third. 


Errecrs or Manpatory Farr TRADE 


Many of the arguments pro and con 
which have been advanced in the long 
discussion of voluntary fair trade are, of 
course, relevant to the mandatory ver- 
sion of this practice. No attempt has 
been made in what follows to exclude 
points which have been discussed in 
previous analyses of the permissive spe- 
cies of this type of legislation, though an 


© In its annual report for 1945, the Authority states 
“Approximately 88% of this number [of the package 
Store applications approved] were issued to war veter- 
ans, a substantial number of whom had service con- 
nected disabilities.” Loc. cit., p. 9. 

"New York State Liquor Authority, Fourteenth 
Annual Report, p. 17. 


effort has been made to indicate the 
consequences where the mandatory pro- 
vision and the enforcement by a State 
agency make a difference in the outcome. 
This experiment in “controlled compe- 
tition,” as it has been called, will be 
analyzed along the following lines: (1) 
its effects upon the behavior of liquor 
prices, particularly their level and degree 
of stability; (2) the question of whether 
“vertical price fixing” of this sort has 
fostered collusive, horizontal price fixing; 
(3) its effects upon the profit margins of 
distributors; (4) its consequences in 
terms of economic utilization of “plant” 
facilities in liquor retailing and upon the 
number of firms in the industry; (5) its 
alleged tendency to foster the increased 
sale of private brands which are exempt 
from the provisions of the law; (6) its 
effects upon non-price competition,which 
many argue will be overstimulated to 
the consumer’s disadvantage; (7) the 


effectiveness of enforcement; (8) the: 


social and political arguments for man- 
datory fair trade in the liquor industry. 


Effects on Prices 


(1) The level of prices of distilled 
spirits during the two years of manda- 
tory fair trade in New York has been 
analyzed in terms of a sample of the 
leading brands of blended, bonded, and 
Canadian and Scotch whiskies. The data 
are set forth in Table I. Examination 
reveals that there has been no appreci- 
able change in the officially filed prices 
of seventeen brands of domestic, blended 
whiskey during that period. An un- 
weighted arithmetic mean of the quota- 
tions did not change between Sept. 1, 
1947 and Sept. 1, 1948 and registered 
only a two cent rise between the latter 
date and Sept. 1, 1949. The prices of the 
domestic bonded whiskies in the sample 
showed no change at all since manda- 
tory fair trade has been in effect. The 
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Taste I, Prices or SELEcTED Branps or Wuiskey 1n New York Srate, Oct. 1, 1946-SEpr. 1, 1949* 


(4/5 Quart Size) 
Final O.P.A. Price 
Oct. 1, 1946 Sept. 1, 1947 Sept. 1, 1948 Sept. 1, 1949 
Blended Whiskies 
B-F King Black Label $3.99 $3.99 $3.99 $3.99 
Calvert Reserve 4-05 4.05 4-05 4-05 
Carstairs White Seal 3-61 3-61 3-61 3-61 
Corby’s Reserve 3-55 3-55 3-63 3-65 
Four Roses 4-41 4-41 4-41 4-41 
Golden Wedding 3-59 3.60 3.60 3.65 
Good Old Guckenheimer 3.58 3-58 3.58 3-61 
Imperial 3-55 3-55 3.65 3.65 
Kinsey Silver Label _— 3-59 3-59 3-59 
Lord Calvert 4-69 4.68 4.68 4.68 
Mount Vernon 3.60 3-49 3-49 3-59 
P and T Reserve 3.56 3.65 3.65 3.65 
Philadelphia 3-99 3-99 3-99 3-99 
P.M. De Luxe 3.60 3-64 3-63 3.65 
Schenley Reserve 4.02 4.06 4-05 4-05 
Seagram’s Seven Crown 4.05 4.05 4-05 4-05 
Three Feathers Reserve 4.02 4.06 4-05 4.05 
Average** $3.87 $3.86 $3.86 $3.88 
Bonded Whiskies 
I.W. Harper 4-44 6.90 6.90 6.90 
Old Forester 4.98 6.90 6.90 6.90 
Old Grandad 4-99 6.91 6.91 6.91 
Average** $4.80 $6.90 $6.90 $6.90 
Canadian and Scotch Whiskies 
Canadian Club $5.37 $5.66 $5.67 $5.67 
Seagram V.O. 5.30 5.30 5-45 5.67 
DeWar’s White Label 5.68 5.95 5.64 5.69 
Gaelic Old Smuggler 5.89 5.89 5.60 5.60 
Gilbey’s Spey Royal 5.63 5.95 5.69 5.69 
Haig and Haig 5 Star 5.72 5.98 5.69 5.75 
J. Walker Red Label 5.76 5.99 5.68 5-77 
Sanderson’s Vat 69 5.68 5.90 5.60 5.60 
White Horse 5.72 5.92 5.62 5.62 
Average $5.64 $5.84 $5.63 $5.67 


* Source: New York State Liquor Authority. The brands selected for this sample were chosen by officials of the 


Authority. 
** Unweighted arithmetic mean. 


average for Canadian and Scotch whis- 
kies declined from $5.84 per fifth to $5.63 
during the first year of the mandatory 
regime and rose slightly (by about four 
cents to $5.67) in the second. These 
quotations, it must be remembered, are 
the posted prices, though not necessarily 
the actual transaction prices. For the 
purposes of this part of our analysis, it 
has been assumed that all retailers ob- 


served the law and charged no less than 
the fixed minima.” 

While liquor prices in the post-War 
years in New York State have been 
very stable, on the whole, they did rise 
substantially during the years of World 
War II. The possibility suggests itself, 
of course, that the distillers may have 
“had their inning” in those years and 


12 Vide infra, p. 718. 
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therefore did not need to raise prices 
any higher after the close of hostilities. 
Our study supports the view, however, 
that “the differential in Federal and 
State excise imposts between the two- 
periods (pre-War and 1948) is the only 
major factor responsible for an upward 
move in liquor prices in recent years.” 
But we cannot agree with the further 
statement that “This [price behavior 
since Sept. 1, 1947] proves to a great 
extent that mandatory fair trade does 
not fix prices; nor does it set them at an 
artificially higher level than market 
conditions warrant.’ Such a sweeping 
conclusion does not distinguish, for one 
thing, between the market of the dis- 
tillers and the markets of the individual 
retail dealers. The market conditions 
which the latter have faced during that 
period probably varied considerably 
from one community to another. Price- 
fixing on a uniform, state-wide basis 
necessarily caused some prices in these 
local, retail markets to differ from those 
which the forces of supply and demand 
under free competition would have pro- 
duced.¥ 

The query also naturally suggests it- 
self whether this relatively stable level of 
prices since September, 1947 has been 
justified by supply and demand condi- 
tions in the State as a whole. The fact is 
that liquor consumption in New York 
City, as in the nation, receded from the 
1946 highs in 1947 and 1948.* While 
liquor prices in New York State were 
not reduced in the face of this shrinking 

8 G. V. Freund, op. cit. p, 110. 

* Cf. E. T. Grether, Price Control under Fair Trade 
Legislation (New York: Oxford University Press, 1939), 
p. 306, for a similar conclusion about the effects of fair 
trade upon the geographical price structure. 

* National consumption of distilled spirits in 1948 
dipped to 171 million gallons from a high of 231 million 
gallons in 1946. In New York City, sales volume—at 
wholesale—dropped from $280 million in 1946 to $215 


million in 1948. (Business Week, Feb. 5, 1949, Pp. 703 
Ibid., May 21, 1949, p. 84.) 


demand, actually they were slightly 
lower up to the spring of 1949 than those 
in the monopoly states. A survey made 
by the State Liquor Authority in the fall 
of 1948 showed that blended whiskies 
fair traded in New York State were 
slightly cheaper at that time than those 
in the monopoly states, “despite the fact 
that the monopoly states buy their 
liquor directly from the distillers at a 
price $1.08 per case below the wholesale 
level.””!” Since that time, however, while 
New York State prices have remained 
substantially at their 1947 levels, most 
of the monopoly states have made 
drastic reductions on leading brands in 
order, it is stated, to stimulate sales."* 
Michigan, for example, in July, 1949, 
announced reductions on leading brands 
ranging up to 20 per cent. In general, 
then, these facts indicate that manda- 
tory fair trade in New York has resulted 
in a greater degree of price stability in 


the two-year period Sept. 1, 1947—Sept.. 


I, 1949 than has characterized the prices 
of the monopoly states. 


Price Uniformity 


2. It has frequently been contended 
that “vertical price fixing” permitted by 
fair trade will result in collusive, hori- 
zontal price fixing such as is prohibited 
by the anti-trust laws.!® Lack of data 
bearing on possible sub rosa collusion 
among distillers necessitates a somewhat 
theoretical discussion of this point; the 
available facts on the current liquor situ- 
ation, nevertheless, provide some inter- 
esting side-lights on the ever-fascinating 
problem of oligopoly price in this indus- 
try. Considering the degree of concen- 


17 Freund, op. cit., p. 110. 

18 Beverage Retailer Weekly, June 27, 1949, Pp. 6; 
“Liquor is a Price Problem,” Business Week, July 9, 
1949, P. 25. 

19 Cf. Grether, op. cit., pp. 346, 380; also C. D. Ed- 
wards, Maintaining Competition, (New York: McGraw- 
Hill Book Co., 1948), p. 72. 
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tration in the distilling industry,”° there 
can be little doubt that its market 
structure is correctly characterized as 
an oligopoly—though a highly differ- 
entiated one. The question that presents 
itself is whether mandatory fair trade 
strengthens the tendency toward con- 
current or collusive pricing that is in- 
herent in this type of market structure.” 

The price lines on blended whiskey 
which can be discerned from close study 
of Table I suggest the matching process 
so typical of oligopoly. (Note, for exam- 
ple, the identity between the prices of 
Seagram’s Calvert Reserve and Seven 
Crown and Schenley’s Reserve and 
Three Feathers Reserve.) The clustering 
of prices around the $3.60-3.65 level is 
probably also indicative of the same 
principle at work in the case of the so- 
called ““B” blends. Mandatory fair trade 
contributes to this price uniformity in 
the following manner. When liquor deal- 
ers sell at uniform prices (as they are, in 
effect, required to do under these laws) 
and when they present a united front to 
the distillers in the negotiations over 
margins,” the market situation is one of 
oligopoly versus monopsony. The dis- 
tillers know that under these circum- 
stances if they reduce the price for one 
dealer, it automatically means reducing 
it for all. In addition, in so far as each 
distiller believes that he faces a kinked 
demand curve, he will individually be 
reluctant to cut because of his realiza- 
tion of the likelihood of retaliation.” It is 

20 Smaller War Plants Corporation, Economic Concen- 


tration and World War II (Washington: Government 
Printing Office, 1946), p. 224 “In the last normal year, 


1941, the Big Four distillers produced 61% of the total . 


whisky output, and another 15 per cent was produced 
by the five largest independents.” On June 30, 1944, the 
Big Four held 68 per cent of the total whisky stocks and 
73 per cent of the whisky stocks four years old or older. 

% Vide Grether, op. cit., p. 288, for a statement of the 
general conditions under which fair trade is likely to 
produce this result. 

Vide infra, p. 714. 

% J. S. Bain, Pricing, Distribution and Employment, 
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interesting to note that when only a 
sellers’ oligopoly existed in this industry 
(e. g. during the period of voluntary fair 
trade), selective price cutting was prac- 
ticed.% And this would often lead to price 
wars. In other words, the disparity in 
bargaining power between the sellers and 
buyers under such conditions caused 
price competition to go to extremes; this 
statement does not imply approval on 
the author’s part of mandatory fair 
trade as a remedy for such a state of 
affairs. The strengthening of the buyers’ 
side of the market which more effective 
enforcement under mandatory fair trade 
has produced materially reduces the dis- 
tillers’ incentive and ability to engage 
in such price discrimination. And pro 
tanto it contributes to the price stability 
and uniformity which have been noted. 

The State Liquor Authority’s rule 
requiring price filing with a fifty-day 
“waiting period” may also be conducive 
to this price uniformity. While represen- 
tatives of the Authority deny this possi- 
bility and argue instead that the filing 
provision fosters price competition, the 
experience with such practices under the 
National Recovery Act codes suggests 
that, whether the filed prices are made 
public or not, they often implement 
price leadership or other concurrent 
types of price fixing.” 

The price lines and market stability 
which have characterized the immediate 
post-War years currently appear to be 


(New York: H. Holt and Co., 1948), p. 183 ff. for a dis- 
cussion of the kinked demand curve. 

* The trade term for such price discrimination is 
“wheels and deals.” During the worst of New York 
City price wars, such deals were as high as two or three 
cases of whisky on each purchase of ten. According to 
one careful student of the industry, the delay and diffi- 
culties in proving unfair price discrimination under the 
Robinson Patman Act made that statute an ineffective 
protection against such practices. 

% H. G. Moulton et a/., The National Recovery Aé- 
ministration (Washington: The Brookings Institution, 
1935), PP. 675, 722. 
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undergoing a major transformation. The 
main reason for this change is the rapid 
growth of whiskey inventories, especially 
of stocks of aged liquors. This develop- 
ment has set off a titanic “Battle of the 
Brands” with Seagram and Schenley in 
the role of the main combatants.* 
Schenley is known to have the largest 
reserves of aged whiskey and it is conse- 
quently strenuously promoting the sale 
of straight and bonded whiskey, whereas 
Seagram is relying on the continued 
popularity of blended liquor.2”7 Some 
students of the industry see in these de- 
velopments the beginnings of funda- 
mental price changes. The different prod- 
uct and advertising policies of the lead- 
ing companies may result in such aggres- 
sive non-price competition as to disrupt 
the existing price lines. As yet, however, 
these flank movements (e.g. four-year 
old straight whiskey selling at competi- 
tive prices with leading blends) only 
serve to emphasize the distillers’ reluc- 
tance to undertake frontal price attacks 
on each other’s main brands of blended 
whiskey. 


Dealer Gross Margins 


3. Supporters of mandatory fair trade 
have argued that in both theory and 
practice there is no tendency for liquor 
prices under such control to be fixed at 
artificially high levels. They point out 
that there is a conflict of interest between 
the distiller and the distributor over the 
latter’s mark-up. The distiller “wants the 
widest possible distribution at a cost 
low enough to keep his product competi- 
tive in the market. To get this, he im- 


ee in the Chips,” Fortune, Sept. 1948, p. 
97 tt. 
*" The president of Seagrams is reported to have “met 
the challenge of Schenley (which had urged liquor buy- 
ers to look at the back label) by telling his organization 
and the press: “The public buys the front label. They 
don’t buy the back label.” (Business Week, Sept. 25, 
1948, p. 50.) 


poses upon distributors by unilateral 
action, on the basis of his experience, the 
lowest possible distribution price, or 
mark-up. This distribution price is not 
high enough to compensate the inefficient 
distributor, but it is the price, deter- 
mined by competitive factors in the mar- 
ket, that can be shown best to coincide 
with the public interest by providing 
maximum distribution at lowest cost. It 
involves no element of collusive price- 
fixing agreement.””8 

Those who hold the above view cite 
cases in which distillers have recently 
refused dealers’ demands for higher 
mark-ups. For example, in Indiana it 
is said that dealers have argued for a 
return to the pre-O.P.A. discount of 17 
per cent, but the distillers have insisted 
on 15 per cent. Likewise, the American 
Distilling Company has granted a mark- 
up to dealers on a price including the 
Federal excise tax, but other distillers 
refuse to do so. Other instances can be 
mentioned, however, which support the 
view that liquor dealers have been able 
to exert strong pressure for higher 
mark-ups. In 1940, it was reported that 
“While distillers have had to be pushed 
into fair trade, their principal complaint 
has been with the 40 per cent average 
mark-up they were forced to maintain by 
retail pressure.”*® At that time New 
York City retailers were engaged in a 
price war which had significant results. 
“The price war has broken the retailers’ 
united front by which they were able to 
supply the pressure. And last week four 
distillers—Calvert, Seagram, Carstairs, 
and Browne Vintners—sought to end the 
war by putting into effect new fair trade 
schedules calling for 30 per cent mark- 

% F, M. Switzer, Jr., “The Competitive Side of Fair 


Trade,” an address delivered before the Sixth Annual 
Meeting of the Wine and Spirits Wholesalers of America, 
Inc., June 8, 1949, p. 4 (mimeographed). 

29 “Fair Trade Tests,” Business Week, Nov. 9, 1940, 
40. 
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ups. A fifth distiller, Park and Tilford, 
restored the former mark-up of 40 per 
cent." 

A more striking illustration of such 
retail pressure occurred in 1938 when 
Schenley announced that it was going to 
withdraw its fair trade contracts and 
establish new ones which would reduce 
the mark-up from 40 per cent to approx- 
imately 333 per cent. Retailers, whole- 
salers, and bar and grill men in the 
metropolitan area formed the New York 
Joint Liquor Conference to uphold fair 
trade in the business. The “retailers 
played the major part in forcing Schen- 
ley’s hand—by cutting down on Schen- 
ley purchases and by shoving Schenley 
products under their counters”*—with 
the result that Schenley restored its 
former price contracts. National Dis- 
tillers was reported at the time to have 
succumbed in a similar manner to re- 
tailers’ pressure. 

These latter cases suggest that while, 
as the counsel for the liquor wholesalers 
contends, the interests of the distillers 
and the distributors are conflicting, the 
collective power of the retailers in the 
bargaining over mark-ups is much 
greater than he admits. To the extent 
that mandatory fair trade contributes to 
this monopsonistic power of the retail 
dealers, it promotes higher mark-ups and 
higher consumer prices. 


Number of Dealers 


4. A common criticism of fair trade 
legislation has been that it may encour- 
age the entry into the business of an 
excessive number of dealers, with conse- 
quent under-utilization of store capacity 
and mal-allocation of resources.® Entry 

Ibid. 

31 “Schenley Restores Price Contracts,” Business 
Week, Sept. 3, 1938, p. 29; also, Joc. cit. Aug. 13, 1938, p. 
16. 

Ibid. 

3% Cf, Grether, op. cit., p. 254; also Yale Law Fournal, 


into the retail liquor trade in New York 
State is not entirely free, but rather js 
subject to regulation by the State Liquor 
Authority. This fact, of course, defi- 
nitely affects the applicability of the 
general argument. As a matter of fact, 
analysis of the number of new entries 
since World War II reveals that the 
great increase in the population of the 
retail industry in New York City oc- 
curred before mandatory fair trade went 
into effect. The State Liquor Authority 
had imposed a moratorium on licensing 
of new outlets from 1941 to May, 1945. 
With the announcement by the Author- 
ity at the latter date that applications 
for package store licenses would again 
be considered, there was a_ veritable 
“gold rush” to enter the business; to 
many, as one trade association executive 
has said, “‘A liquor store and a million 
dollars were synonymous.” The absolute 
and percentage increase in liquor store 
licenses in effect in New York City, as of 
December 31, 1939 and the same date in 
the post-War years is shown in Table II. 
It will be noted that there was a marked 
diminution in the number of new en- 
trants after the end of 1947. This reduc- 
tion is explained primarily by the re- 
imposition by the Authority of the 
moratorium on the granting of new 
licenses on July 11, 1947. Since that 
date the number of licensed stores has 
shown only a slight increase. 
Responsible state officials have at- 
tributed a large part of the increase in 
the number of liquor outlets in New 
York City to the re-distribution of pop- 
ulation which occurred during and after 
World War II. A comparison of the per- 


op. cit. p. 473. Under the conditions of monopolistic 
competition in liquor retailing, there would be a tend- 
ency toward excess capacity in any case. Cf. E. H. Cham- 
berlin, The Theory of Monopolistic Competition (Cam- 
bridge: Harvard Univ. Press, 1939) Ch. V. 

* New York State Liquor Authority, Fourteenth 
Annual Report, p. 9. 
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II. Packace Store Licenses 1n Errect New 
York City as or DeceMBER 31 oF STATED YEARS, 


spy County* 
(In Absolute Numbers) 
‘ounty 939 945 94 947 10948 


New York 356 475 562 605 609 
Kings 243 448 579 631 644 


Bronx 104 218 298 315 318 
Queens 144 332 420 445 454 
Richmond 24 51 52 55 58 


Total 871 1524 Ig! 2051 2083 
(Percentage Increase over 1939) 


New York — 33 58 69 71 
Kings _ 84 138 155 165 
Bronx _ 110 187 203 206 
Queens — 141 199 209 215 
Richmond — 112 114 129 142 
Total for 
City 75 119 135 139 


*Source: Reports of the New York State Liquor 
Authority. 


centage rate of population growth in 
each of the City’s five counties with the 
percentage increase in the number of 
outlets, however, indicates that the 
latter has so far exceeded the former that 
the average number of potential patrons 
per store has been reduced by more than 
one half. The high level of consumer in- 
come which has prevailed in the post- 
War period has enabled the majority of 
the City’s liquor dealers to continue to 
prosper, even though “‘the pie has been 
sliced into a much larger number of 
pieces,” as contrasted with the pre-War 
situation.* A sizeable reduction in con- 
sumer income within the metropolitan 
region would undoubtedly generate an 
intense competitive struggle for survival 
within so swollen a population of enter- 
prises. 


% Neither Dun and Bradstreet’s or the State Liquor 
Authority was able to provide statistics on the number 
of failures among liquor retailers in New York City 
since 1947. The legal counsel for the N. Y. Wholesalers’ 
Association, Mr. Morris Alprin, has stated, in conver- 
sation with the author, that the mortality rate has been 
very low, 


It has not been possible to obtain data 
on turnover of inventory before and after 
the inception of mandatory fair trade 
in order to measure its consequences on 
utilization of store capacity. Inquiry 
along related lines has, however, un- 
covered some information bearing on this 
point. A questionnaire survey of 148 
stores in Brooklyn and lower Manhattan 
during Christmas week of 1947 (Dec. 26 
to Jan. 1, 1948) revealed rather signifi- 
cant resuits on the effects of Rule 26 on 
the geographical distribution of business 
at that time.* Forty-one per cent of the 
neighborhood stores reported that their 
volume of sales in the four months after 
September 1, 1947 (the effective date of 
mandatory fair trade in New York State) 
had increased as compared with the fig- 
ures of the previous year. Their Christ- 
mas business also showed a gain. The 
proprietors of 40 of the 48 transient 
stores, on the other hand, reported a 
decrease in their business as compared 
with the same four months of 1946. 
Even during the usual Christmas buying 
period, more transient stores suffered 
a decline in sales than those reporting a 
gain. It is striking that 23 of the 40 
transient stores which reported a decline 
in sales attributed it to the enforcement 
of Rule 26. This reduction in the sales of 
transient stores which formerly did a 
volume business means, of course, that 

% This sample represented 22.2 per cent of the stores 
in the area covered. The fact that only two boroughs 
were included would not seem to have destroyed the 
representativeness of the sample because the distribu- 
tion of different classes of liquor store in Brooklyn and 
Lower Manhattan is a fair cross-section of the City as a 
whole. The total of 148 establishments consisted of 100 
neighborhood stores and 48 “transient,” i.e. those cater- 
ing primarily to a public which resided outside the 
vicinity of the store. The classification of individual 
stores into either of these two groups was made by the 
author on the basis of the character of the trading area 
it served. The field work of this survey was done mainly 
by Economics majors at Brooklyn College. Mr. Daniel 
Stack, class of 1948, was of inestimable assistance to 


the author in conducting the survey and in commenting 
on this study in general. 
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part of their available material and 
personal resources were going unutilized. 
It seems a fair conclusion, therefore, to 
state that while mandatory fair trade is 
not directly responsible for the great 
influx of retailers into the trade since 
the end of World War II, it has since 
affected the geographical and economic 
distribution of the business in such a 
manner as to increase and maintain a 
chronic condition of excess capacity. 


Private Brands 


5. Difficulties have been encountered 
in securing empirical data on the effects 
of mandatory fair trade on the sale of 
private brands of liquor in New York 
City. The field survey made at the end 
of 1947, when this type of regulation 
was still new, disclosed no conclusive 
change in this respect. In answer to the 
question “Has there been any shift in 
consumer buying from higher to lower 
price brands because of Rule 26?,” 
nearly one-half of all the package store 
proprietors interviewed (70 of 148) re- 
plied that there had been no such change. 
A slightly smaller number (66), however, 
reported that they had noticed a tend- 
ency in this direction. While this ques- 
tion did not refer explicitly to private 
brands, the generally lower price level of 
the latter makes it logical to include 
them in that category. 

The liquor stores of such leading de- 
partment stores as Macy’s, Hearns’, and 
Gimbel’s have continuously engaged in 
newspaper advertising of their private 
brands during the period that manda- 
tory fair trade has been in effect. The 
only statistical clue the author has been 
able to obtain as to the success of their 
efforts was the comment, made by a very 
reliable source, that, as of mid-year 1948, 
45 per cent of Gimbel’s liquor sales con- 
sisted of private brands. This figure, if 
at all typical of what other department 


stores are doing, roughly indicates the 
extent to which the private brand may 
supplant the nationally advertised ones 
in such outlets. 

An important factor bearing on the 
future status of private brands is the 
growing stocks of aged whiskey which 
may result in greater bulk selling for 
bottling as private brands. This develop- 
ment may hasten the return of the 
rectifier who before the War was a major 
source of such private brands.*? 


Non-price Competition 


6. Opponents of fair trade argue that 
the suppression of price competition at 
the retail level may stimulate excessive, 
wasteful non-price competition. In this 
connection, one must note that under 
mandatory fair trade in New York State 
some forms of non-price competition are 
controlled or prohibited entirely. For 
example, the State Liquor Authority 
originally banned the offer or giving 
away of “any free goods, gratuities, 
gifts, prizes, coupons, premiums, or any 
other article or thing of value.’”’** How- 
ever, the Authority has since ruled that 
calendars having a unit cost to the re- 
tailer of 25 cents or less, match books, 
and recipe books do not come within the 
scope of this regulation.*® 

The field survey of New York City 
package stores made in December-—Janu- 
ary, 1947-1948, revealed no significant 
change in the use of advertising as a re- 
sult of the adoption of Rule 26. As can 
be seen from Table III, relatively few 
stores advertised in newspapers and 
slightly less than one-quarter of the tran- 
sient stores reported that they did so. 
Table III also shows the comparative 


37 G. V. Freund, “Liquor’s Battle of the Brands En- 
ters Phase Two,” The Glass Packer, April, 1949. 

8 State Liquor Authority, Bulletin No. 164 (Series 
1948), dated March 11, 1948. 

9 Tbid. 
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popularity of certain forms of premium 
advertising at that time. While no sub- 
sequent canvass has been made of the 
matter, general observation of the trade 
and study of industry journals have not 
disclosed any extraordinary increase in 
the use of non-price competitive devices. 


Taste II]. Numsper or New York City Liquor 
Deaters ReportinG THE Use or SPECIFIED 
ApverTIsING AND SALEs AIDs, 
DeEcEMBER-J ANUARY, 1947-48 


Type of Media or _— Total “— Transient 
Sales Aid Number pe Stores 

Total Number of deal- 

ers in sample 148 100 48 
Calendars 95 81 14 
Stirrers and Cork- 

screws 27 24 3 
Handbills 21 20 I 
Newspapers 21 10 II 
Ash trays 5 5 ° 
Others* 73 66 7 
None 31 10 21 
No report 2 ° 


* Most frequently reported items in “others” are 
direct mail, matches, keyrings, blotters. 


One commentator on fair trade in the 
liquor industry observes that recently 
the distillers have been forced to spend 
more money to attract new business. 
“With state liquor boards enforcing fair 
trade in effective fashion, competition 
has largely been removed from the price 
arena and concentrated in such intangi- 
bles as flavor and quality. Attracting 
new markets has become a cumbersome, 
expensive process.”4° While no break- 
down for New York State or City of the 
advertising expenditures of the leading 
distillers has been secured in order to test 
the validity of this observation, study of 
the outlays for this purpose on a national 
scale does reveal considerable increases 
in 1948 for some companies over those 
of previous years.“ Attributing all or 


40 R, M. Bleiberg, “Distillers See Long Life for Fair 
Trade,” Barrons, Nov. 8, 1948, p. 10. 


even part of such increases to the exist- 
ence of mandatory fair trade in New 
York or other states would, of course, 
be unwarranted without further study. 
It is recognized that back of such policies 
is the larger inventories of aged whiskies, 
the reduced rate of consumption since 
1946, and the current “battle of the 
brands.” But the defenders of manda- 
tory fair trade may well be asked to 
prove that such legislation is not con- 
tributing to the reduced sale of distilled 
liquor and, therefore, to the adoption 
by the distillers of more expensive ad- 
vertising campaigns. 


Enforcement 


7. It would seem that mandatory fair 
trade has been more successful than the 
voluntary type of legislation in en- 
forcing minumum consumer resale prices 
in New York City’s liquor trade. At 
least, there have been no periods of 
widespread, overt violation of price 
contracts, though there have been re- 
ports of local, sporadic cutting. The field 
survey conducted by this author in late 
1947 found that 56 of 148 dealers inter- 
viewed complained of illegal price cutting 
at that time. Slightly more than half of 
the transient stores made this charge, 
while about one-third of the neighbor- 
hood store proprietors made similar 
complaints. It should be observed, how- 
ever, that the State Liquor Authority 
has found on investigation that many 
such complaints are unfounded. For ex- 
ample, between September 1 and De- 
cember 31, 1947, out of a total of 287 
investigations made of such charges 
197 were discovered to be without basis.” 

The Authority’s technique of enforce- 
ment relies heavily on the investigation 

“| See Printers’ Ink, April 1, 1949, p. 38 ff. and the 
May issues of the same periodical for previous years for 
these data. 


“New York State Liquor Authority, Fourteenth 
Annual Report, p. 19. 
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of complaints made by private persons. 
The limited size of its staff has appar- 
ently necessitated such a procedure. 
Despite its rather obvious limitations, 
the liquor dealers of New York City 
seemed in 1947 to be strongly in favor 
of continued state enforcement. Of the 
148 package store proprietors canvassed, 
128 or 87 per cent, favored continuance 
of S.L.A. enforcement. Paradoxically 
enough, 12 of the 23 dealers who suffered 
financially from the shift of the public’s 
patronage from transient to neighbor- 
hood stores favored state enforcement 
at that time also. 

In the period since the Appellate 
Court’s adverse decision on the state 
law, the State Liquor Authority has 
been reported to be making more strin- 
gent investigations of package store 
operators in order to maintain stability 
in the industry. “Not only are books 
being checked for violations of price 
minimums, but other so-called minor 
regulations are being enforced rigidly. 
As one large retailer put it, ‘Anyone fool- 
ish enough to gamble now on mandatory 
fair trade going out by cutting prices 
could still be put out of business by the 
many regulations that must be observed 
in this industry.’ ”’“* The latter comment 
indirectly raises the question of dis- 
| criminatory enforcement. A basic dif- 

ference with respect to this problem 
exists in the distinction already drawn 
between the neighborhood and transient 
store. The proprietors of the former, it 
would seem, by the very nature of their 
k: patronage and their probable ability to 
| distinguish regular customers from 
strangers (or enforcement agents) are in 
a better position to avoid detection 
when they violate provisions of the law. 
This difference is no idle or speculative 
a one, when we consider the ambivalent 


43 New York Times, July 24, 1949, Sec. 3, p. I. 


attitude which the owners of neighbor- 
hood stores frequently display with 
reference to observance of the law. Such 
operators will typically extoll the vir- 
tues of resale price maintenance and 
then, somewhat later in the interview, 
admit, “Of course, if it’s a regular cus- 
tomer, we give him a break [on the 
price].”” This is the familiar phenomenon 
of a businessman being enthusiastic for 
public control—for the other fellow. 
Another inherent weakness in the pres- 
ent method of enforcement in New York 
State is the possibility that the owners of 
neighborhood stores may not be inclined 
to complain of each other’s delinquencies 
but very vigilant in reporting the legal 
deviations of their more feared rivals, 
the operators of transient stores. So long 
as the enforcement of mandatory fair 
trade is limited in this way because of 
an inadequate policing staff, it may re- 
sult in discrimination such as was com- 
plained of under voluntary fair trade. 


Non-economic Arguments 


8. Social and political arguments for 
mandatory fair trade in the liquor in- 
dustry have been frequently advanced of 
late to justify the extension of the police 
power of the state in enforcing resale 
prices. Such arguments are often cited 
too to bolster the economic case for the 
practice which apparently seems ques- 
tionable or weak, even to some of its 
supporters.“ Some points of this nature 
set forth in recent defenses of the New 
York system will be briefly considered. 


‘4 See, e.g., the editorial of the National Liquor Review, 
June 15, 1949, p. 1. It reads in part: “For instance, do 
the mandatory provisions of current Fair Trade laws 
mean that we have gotten out of the field of Fair Trade 


and into the field of price fixing? . . .” 


“Would it be better to emphasize the fact that un- 
limited competition, unrestricted price cutting and the 
use of liquor as a loss leader endanger the public health, 
welfare and morals by tending to lower the price level 
to a point that invites over-indulgence and places liquor 
within the reach of minors?” 
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The social ramifications and conse- 
quences involved in the sale of alcoholic 
beverages, it is alleged, distinguish fair 
trade in liquor from that in other trades. 
The fact that liquor is sold both by “‘on- 
premise” and “off-premise” establish- 
ments—by the drink and by the bottle— 
creates the possibility that price cutting 
by the latter might force tavern keepers 
to resort to unethical and undesirable 
social practices in self-defense. Closely 
related to this idea is the temperance 
argument—namely that bargain prices 
for liquor would promote over-indul- 
gence, or as the leading dealers’ associ- 
ation in New York City aphoristically 
phrases it “Bargains in liquor are not 
conducive to public welfare.” A variation 
on this theme stresses the thought that 
long lines of customers outside such bar- 
gain stores does not constitute “orderly 
distribution.” 

The social objectives implicit in these 
arguments may be reasonable and legiti- 
mate in themselves, but can the com- 
munity rely on private interests which 
have been wholly or partly released from 
competitive controls to establish prices 
which will promote them? Checking 
immoderate drinking by prohibiting 
bargains in liquor (who is to determine 
what is a bargain—the sellers only?) 
suggests a similar cure for obesity—let 
the grocers and butchers regulate our 
waistlines by self-regulation of their 
prices. Furthermore, how can we recon- 
cile the advocacy, by these self-appointed 
guardians of our morals, of repeal of the 
war-time excise on liquor with these 
pleas for resale price maintenance as the 
way to moderation? Generally speaking, 
if liquor prices are to serve these non- 
economic ends, it would appear wise to 
subject them to more deliberate and 


 G. V. Freund, “How Fair is Fair Trade in Liquor?,” 
Op. cit. 
A. A. Winograd, op. cit., p. 199. 


effective social controls than the atten- 
tuated price competition in the liquor 
industry now provides. 

The political arguments for fair trade 
are familiar enough, but recently, the 
author finds, they have taken a new 
form. Formerly, the emphasis was placed 
on resale price maintenance as the bul- 
wark of small, independent retailers 
against the unfair price tactics of large, 
integrated outlets, particularly against 
the latter’s use of the loss leader. Fair 
trade in this role has been heralded as 
“the greatest single deterrent to monop- 
oly.” “Fair trade,” we are told, “pro- 
duces good results in the public interest 
without any substantial sacrifice of com- 
petition and without departing from the 
principles of a free economy... . 47 But 
we are also informed: “‘Fair Trade does 
for the American Businessman what 
‘subsidy’ does for the Airlines, the Ship 
Lines, the Newspapers, and Magazines; 
what ‘tariff’? does for the Importer [?]; 
what ‘price support’ does for the farmer; 
what ‘minimum wage’ does for unor- 
ganized labor; what ‘wage scale’ does 
for organized labor.’’** 

This latter statement, with its mud- 
dled analogies, implies a very different 
philosophy from that of competitive, 
free enterprise. It makes fair trade the 
counterpart of certain governmental in- 
terferences in the competitive economy 
which many consider have contributed 
to the growth of monopoly. How can we 
explain the widespread acceptance of a 
philosophy of restrictionism and inter- 
ventionism by independent retailers? 
Is it to be attributed to their selfish pro- 
motion of their own collective interests, 
in complete disregard of the ultimate 
consequences? There would seem to be 


#? Switzer, “The Competitive Side of Fair Trade,” 
op. cit., p. 11. 

48 “The ABC of Fair Trade,” National Liquor Review, 
June 15, 1949, Pp. 19. 
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other elements in the situation than 
these. So long as competition is not main- 
tained in all segments of the economy, 
the defenders of fair trade will be able to 
make a plausible political case for it no 
matter how deficient and undesirable it 
may be from a strictly economic point of 
view. 


ConcLUSION 


This brief analysis of mandatory fair 
trade in New York’s liquor industry has 
disclosed serious shortcomings in this 
form of price regulation from an economic 
point of view. While some of the stand- 
ard arguments against fair trade are not 
borne out by what has happened under 
the mandatory rule, there is enough evi- 
dence of possible economic injury to the 


public interest to warrant careful recon- 
sideration of the whole question by the 
State legislature. In some respects, man- 
datory fair trade may be of much greater 
harm than the voluntary type of law 
because the former is more effectively 
enforced. Mandatory resale price main- 
tenance places the authority and pres- 
tige of the state behind the economic 
policies of a special group, despite their 
dubious merit. The rationalizations 
which have been advanced to justify 
this state enforced type of price-fixing 
in terms of the social interest actually 
weaken its case. If these social ends are 
to be served properly, there must be a 
greater injection of the public interest 
into the process of price regulation than 
now exists. 
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Committee Report 


DEPTH INTERVIEWING 


Prepared by a sub-committee of the Marketing Research Techniques Committee: 
Julian L. Woodward, chairman, and David Hofler, Fred Haviland, Herbert Hyman, 


Jack Peterman, and Harry Rosten. 


Eprtor’s Note: Committee Reports, after approval by 
the A.M.A. Board of Directors, are printed in the JouRNAL 
as submitted, without revision by the Editorial Board of the 
JournaL 


HE Committee originally considered 
em mandate to be that of producing 
a sort of “manual of best practice” on 
depth interviewing, comparable to the 
reports on “Tabulation” and on “Ques- 
tionnaire Preparation and Interviewer 
Technique” that have been rendered by 
two previous sub-committees. The Com- 
mittee assumed that its function was to 
crystallize the current best thinking of 
market researchers concerning the rules 
for conducting and reporting depth inter- 
views and the special uses to which depth 
interview techniques could most usefully 
be put. 

At its first meeting, however, the 
members of the Committee found them- 
selves in considerable disagreement 
about what a “depth interview” actually 
was. In order to make certain that these 
differences over the definition of the 
term were not due simply to a possibly 
unrepresentative committee personnel, 
the group made an informal canvass 
of about thirty other members of the 
A.M.A., asking each member to state 
what he meant when he used the term 
“depth interview.” The result of this 
canvass was a series of definitions show- 
ing an even wider range of disagreement 


than had previously been discovered 
inside the Committee. 

Among the A.M.A. members inter- 
viewed there appear to be two basically 
different ways of viewing depth inter- 
viewing, and consequently two recur- 
ring and fundamentally different em- 
phases in the varying definitions of the 
term. There is, first, the group of people 
who stress the word “depth” rather than 
the word “interviewing.” They empha- 
size the end or purpose or objective of 
depth interviewing, which they believe 
is to somehow get below the surface of 
the personality of the individual being 
interviewed, to get down to his “basic” 
underlying motivations, the reasons why 
he says what he says or does what he 
does. For this first group, depth inter- 
viewing is simply any kind of research 
that goes deeper into the personality 
than conventional fixed-answer ques- 
tionnaires succeed in doing, and it does 
not matter how this additional depth 
is obtained so long as some kind of 
“interviewing” is involved. Informa- 
tion about sub-surface factors in the 
personality may come from the type 
of interviewing whose prototype is the 
cathartic “seance” with the clinical 
psychologist, it may come from some 
laymen’s modification of the psychiatric 
interview characterized by extensive and 
skilled probing by the expert interviewer 


721 


ie 


‘ 
- 
4 
y 
- 
‘ 
+ 
& 
|_| 


722 


THE FOURNAL OF MARKETING 


and free response by the interviewee, it 
may come simply from a relatively in- 
formal, unstructured interview by a 
highly trained reporter. There is also no 
reason to exclude some other methods of 
getting “depth” that also use a kind of 
interview as a means of collecting data. 
One of these methods would be the 
use of projective techniques (like the 
Rorschach), another would be a care- 
fully-designed closed-answer question- 
naire from which inferences or motiva- 
tion or “reasons why” are drawn by 
cross-tabulation and analysis. 

The second group’s definition of depth 
interviewing stresses not the word 
“depth” but rather the word “interview- 
ing.” For this group of market research- 
ers depth interviewing is not a particular 
end, but a technique that is employed 
to reach a variety of ends. It is a special 
type of interviewing in which there is 
less rigidity of structure than in ordinary 
interviewing, more probing of the re- 
spondent, and a more complete record 
of his responses obtained. This more in- 
formal type of interview may be used to 
get “depth,” it may be used to get 
“frame of reference” (which is not the 
same thing as depth), or it may simply 
be employed to get better rapport where 
the interviewing is on a subject where 
good rapport is essential. For the second 
group, depth interviewing connotes a 
tool that can be employed for a variety 
of purposes, some of which involve no 
more “depth” in the psychological sense 
than is yielded by the most conventional 
fixed-answer questionnaire. 

Different market researchers combine 
the elements of these two viewpoints in 
different ways when formulating their 
own personal conceptions of what the 
term “depth interviewing” means to 
them. Some are consistent in holding a 
group one position, some equally con- 
sistent in a group two emphasis, but 


many combine parts of both and end 
up with a hybrid that is either so inclu- 
sive as to make the term almost useless 
to describe any specific part of the re- 
searcher’s armamentarium, or so per- 
sonal as to have little current meaning 
for the profession as a whole. In general 
the core of unanimity is so small as 
to raise seriously the question whether 
the use of the term does not do more 
harm than good. The term has already 
acquired so many meanings as to be 
inaccurate for scientific description, and 
it appears that so many different re- 
search products are being sold as “depth 
interviews” that it is also a term of 
doubtful utility in explaining research to 
clients. The Committee has therefore 
come to the conclusion that the term 
could well be abandoned by market 
researchers and replaced by new terms 
that do not have to carry the freight of 
confusion that it now carries. The term 
“depth interviewing” needs to be laid 
away on the shelf along with such other 
now largely discarded bits of terminology 
as “instincts,” “‘social forces,” and “free 
market” which over the years finally 
come to mean all things to all social 
scientists. 

The Committee is hesitant to propose 
new terms to take the place of the 
“depth interview,” because it knows that 
efforts to enact terminology, while often 
tried by research bodies, are seldom 
successful. It does, however, feel that the 
vacuum left by the “depth interview” 
needs to be filled by at least two terms, 
rather than one, in order to take account 
of the basic distinction between objective 
and technique that has been developed 
earlier. For the latter, it suggests that 
some term like “informal” or “freehand 
interviewing” or possibly “qualitative 
interviewing” might be serviceable to 
describe the less highly structured but 
still guided interview that is conducted 
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by specially skilled interviewers, and 
reported as a verbatim document instead 
of a set of check marks on a question- 
naire. 

For the “depth” part of the depth 
interviewing concept, the Committee 
suggests that some phrase like “‘motiva- 
tion research” or “probing research,” 
might serve to denote the kind of inves- 
tigation aimed to get below the surface 
of the personality and find out what a 
person really wants or thinks and why 
he wants or thinks it. Such terms would 
not get this all-important type of en- 
deavor tied up with one particular 
method of going about it. 

If such a new set of definitions were to 
find acceptance it would then be appro- 
priate for the A.M.A. to appoint commit- 
tees to report on best practice in both 
areas, freehand interviewing and motiva- 
tion research. The present Committee 
has the following reactions concerning 
the nature of these tasks and the appro- 
priate agencies to perform them. 

1. With respect to the qualitative 
interview technique the Committee does 
not feel that it can improve on the de- 
scription of best practice that is pre- 
sented in the Report of its predecessor 
sub-committee on Questionnaire Prep- 
aration and Interviewing Technique 
(A. B. Blankenship, Chairman) whose 
report was published in the October, 
1949 issue of the JOURNAL OF MARKET- 
ING. 

2. The qualitative interview technique 
raises some very serious problems of 
analysis, however, that were not dealt 
with by the Blankenship Committee, 
which confined itself to methods for 
collecting the material. These problems 
of analysis of the verbatim data must 
be considered in any over-all evaluation 
of the usefulness of the freehand inter- 
view technique. There is no such stand- 
ard method for arriving at justifiable 


inferences from verbatim interview re- 
ports as there is from data that can be 
counted and tabulated, and any attempt 
to put qualitative data into quantitative 
form involves either a coding process 
with an as yet largely uninvestigated 
reliability and validity, or else an 
attempt to arrive at “patterns” by some 
type of more-or-less systematized in- 
spection. The problem is one that is not 
confined to market research—it comes 
up in all the social sciences and especially 
in anthropology (“patterns of culture”), 
sociology (analyses of ‘“‘case materials’’) 
and social psychology (analysis of clini- 
cal interview materials). 

The Committee feels that a report on 
the present status of the methodology 
of analyzing qualitative interview ma- 
terials is needed, but that such a report 
should be written in the light of develop- 
ments in other fields as well as in market 
research. And it questions whether its 
own present personnel provides all the 
resources desirable in carrying out such 
a task. It is willing, however, to under- 
take the job if given the time to carry 
it out and the right to co-opt social 
scientists not now members of the A.M.A. 
in order to aid in the endeavor. 

3. With respect to motivation analysis 
the Committee feels that a somewhat 
unwholesome situation has arisen be- 
cause of the varying and, in a scientific 
sense, often unsubstantiated claims of 
some market researchers to attain 
“depth” in their studies of consumer 
behavior. The great need of the market 
research man to get at the underlying 
motivations that lead consumers to make 
product choices has led him to be quite 
properly receptive to any ideas on moti- 
vation research that come to him from 
other fields of social science. But some 
of this receptivity has been uncritical 
and has led to the acceptance of methods 
as valid in market research that have 
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little evidence to support that validity 
and that, indeed, are even not accepted 
without considerable qualification by 
experts in the fields from which they 
come. The Committee feels that this 
statement is applicable to certain at- 
tempts to import the techniques and the 
interpretative schema of so-called analyt- 
ic psychology into the field of market 
research and that it may possibly be- 
come true in the future of similar 
attempts to adopt “projective methods” 
from psychology, and social class analy- 
sis from social anthropology, unless the 
methods are introduced with a full 
understanding of the conditions that 
have become attached to them in the 
fields in which they developed. 

It is the Committee’s opinion that the 
field of motivational research is so impor- 
tant to the development of the applied 
science of marketing that a constant 
effort should be made to see that the 
truest insights of the other social sci- 
ences be made available to marketing in 
a form in which they can be made to 
bear on marketing problems. But the 
Committee also believes that the market- 
ing research experts must exercise con- 
stantly their own critical judgments, 
aided by the critical judgment of their 


social science colleagues, in making cer- 
tain that in their great interest to be 
cured, they do not accept nostrums 
along with tested remedies. 

The Committee feels that now is an 
appropriate time for a review of the 
present state of motivational research 
in marketing, with a summary of what 
we know with reasonable assurance and 
what we do not know, an evaluation of 
the means whereby we can at present 
receive valid information, and a dis- 
cussion of the promising new ideas and 
methodologies which it seems worth- 
while to experiment with. The Commit- 
tee does not feel competent to provide 
this review. It recommends instead that 
the A.M.A. approach the Social Science 
Research Council for aid in setting up a 
project in this area comparable to the 
Interviewer Bias Project the Council is 
now sponsoring. It believes that under 
such combined auspices the talent and 
the resources that are necessary if a 
really competent job is to be done may 
best be made available. To evaluate 
methods of probing below the surface of 
the human personality is a task that 
requires the services of the best brains 
in all the social sciences. 
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Marketing Notes 


INTERVIEWER RATINGS OF RESPONDENT INTEREST OF 
SAMPLE SURVEYS 


Purpose 


AN survey accuracy be improved by 
ec instructing interviewers to rate 
respondent interest on sample surveys? 
In the April, 1948 issue of the JOURNAL 
OF MARKETING, A. S. Bennett reported a 
system which would help to determine 
“dependability of results of a particular 
interview.”? Presumably, if this tech- 
nique were applied to a survey, it would 
increase the accuracy of the findings. If 
such improvements could be made, sur- 
veys would be even more useful than 
they are today. 

In Mr. Bennett’s article it is stated 
that the dependability of a particular 
interview may be ascertained by the 
interviewer by gauging the interest of 
the respondent. An opportunity to test 
this hypothesis arose in connection with 
a radio listener survey conducted for 
the State College of Washington radio 
station, KWSC. The survey was under- 
taken in February, 1949, for the purpose 
of determining program policies. Since 
the requirements of the KWSC survey 
seemed to coincide with the need for 
controlled conditions, Mr. Bennett’s 
hypothesis was also tested at the same 
time. 


Measurable Attributes Determined 


An inspection of the hypothesis reveals 
two general assumptions: 


1. An interviewer can rate respondent in- 


1A. S. Bennett, “Towards a Solution of the Cheater 
Problem Among Part Time Research Investigators,” 
JOURNAL OF MARKETING, Vol. XII, No. 4 (April, 1948), 
P. 472. 


terest with enough precision to make 
the rating meaningful. 

2. Such ratings may be applied to increase 
the accuracy of the entire survey. 


A further inspection would bring to light 
many specific assumptions under these 
two general headings. The KWSC ex- 
periment concerned only the first as- 
sumption since negative results would 
eliminate the need to test the second. 
For testing purposes a preliminary ques- 
tionnaire was devised. Following the 
questions on radio listening, a space was 
provided for interviewers to rate re- 
spondents according to instructions sup- 
plied in Mr. Bennett’s article.? 


“This dependability rating is engraved, 
printed, or offset right on our questionnaires. 
At the conclusion of an interview our field 
workers rate their impressions of the de- 
pendability of that interview, either ‘H’ for 
highly dependable, ‘A’ for average, or ‘D’ 
for doubtful. They rate it ‘H’ if the respon- 
dent appeared to be really interested and 
tried to give full, complete, factual informa- 
tion. They rate it ‘A’ if they think the re- 
spondent, although honest, was not greatly 
interested, made no extra effort to answer 
questions, and possibly was unable to express 
opinions clearly. Again, in some instances, 
they may feel the respondent was not at all 
interested, was very indifferent, and forced 
them to make a hurried interview. There- 
fore, such reports are of doubtful depend- 
ability, and in that case, the rating is ‘D’.” 


In the first pre-test conducted in the 
KWSC experiment, it was found that 
the interviewers tended not to follow 
these instructions in grading respond- 


* Bennett, op. cit., p. 472. 
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ents. Although they were cautioned to 
adhere to the instructions the word “‘de- 
pendability” had a strong connotation 
of “honesty” for several investigators. 
Accordingly, the word ‘“dependabili- 
ty” was not used in the two succeed- 
ing questionnaires. Instead, investiga- 
tors were instructed to “Rate the re- 
spondent’s interest on the basis of your 
impression of his willingness to answer 
questions to the best of his ability.” 
The rating scale was also revised on the 
second pre-test to enable each inter- 
viewer to register four judgments instead 
of three.? Each interviewer was to rate 
respondent interest according to the 
scale, “Excellent,” “Good,” “Fair,” or 
“Poor.” The four-point scale allowed 
more latitude of judgment than the 
“H,” “A,” and “D” scale. Furthermore, 
the tendency to mark all interviews 
“A” for average was eliminated. This 
same four-point scale was included in 
the third questionnaire which was used 
to collect the data presented in this arti- 
cle. It was assumed that by the time the 
third survey was under way, interview- 
ers would not be inclined to change their 
interest ratings because they had already 
established their individual scales of 
values in the second pre-test. Presum- 
ably, having established these values, 
they used the same criteria for judging 
all respondents, the first as well as the 
last, on the third survey. 


Experimental Controls Established 


At the outset of the experiment the 
important variables appeared to be four 
in number: 


3If Mr. Bennett’s interviewers returned uniform 
measurements, the cause might have been attributed to 
the three-part rating scale. In the KWSC study, inter- 
viewers using a three-part scale tended to rate a larger 
proportion of respondents “Average” than “High” or 
“Doubtful.” While the same interviewers tended to 
maintain a middle position when using a four-part 
scale, a more definite line was drawn between high and 
low interest respondents. 
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1. The previous training and _ personal 
biases of each interviewer. 

2. Various rating scales available for meas- 
uring respondent “interest.” 

3. Interviewing time, place, and condi. 
tions. 

4. The sample selected. 


Each of these variables was adjusted so 
that their effect was held as nearly con- 
stant as possible. 

Some criticism might be made of list- 
ing previous training and personal bias 
of an interviewer as a single variable. 
However, in practice it is difficult to 
separate the two. Certainly personal 
views modify training, and training mod- 
ifies personal views. The major objective 
is tc minimize the effect of both; but 
since of all variables the human variable 
is the most difficult to control, this is at 
best an ideal objective. The most that 
could be achieved was to train a group of 
senior and graduate students to view 
each respondent as impersonally as 
possible. To some extent the cultural 
similarity of respondents, the geographic 
isolation of the survey area, and the oc- 
cupational homogeneity of the inter- 
viewers made the task easier. Training 
periods consisted of trial interviews in 
group training sessions, discussion of the 
meaning and attributes of respondent 
interest, and group reading of instruc- 
tions. This variable was not held con- 
stant, but it was controlled as much as 
practical considerations would allow.‘ 

The second variable was the selection 
of a rating scale which would be held con- 
stant. This was a matter of selecting a 
scale which would allow interviewers to 
register their impressions, which would 


4 The use of student interviewers for experimental 
surveys may be questioned. However, each interviewer 
was a volunteer, was trained for the purpose, and was 
subject to close supervision. It is the writer’s impression 
that these students followed instructions as conscien- 
tiously as professional interviewers formerly supervised 
by him in commercial research work. 
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permit ease of tabulation, and at the 
same time allow for a possible wide varia- 
tion in respondent interest. After testing 
Mr. Bennett’s “Dependability Rating,” 
the modified form previously mentioned 
was chosen. By placing at the end of 
each questionnaire the scale, “Excellent, 
Good, Fair, Poor,” and allowing space 
for failure to register an impression, it 
was possible to hold this variable rela- 
tively constant.® 


The third variable was interviewing 


time, place, and conditions. The require- 
ments of the KWSC survey prohibited 
absolute control over this variable. In- 
terviewers interviewed on different farms 
and in different towns. Only the group of 
nine interviewers who interviewed 310 
college students on campus interviewed 
under similar, although not identical, 
conditions. Five of the nine interviewers 
had student quotas large enough to be 
compared; the remaining four inter- 
viewed only a small number of students. 

On a radio survey, weather and time 
of the week are more likely to influence 
results than on many other kinds of 
studies. During the one month that in- 
terviews were made, men were ques- 
tioned at the time they were home in the 
evening and on weekends, and house- 
Wives were interviewed during the day. 
Fortunately, the weather was obliging 
enough to remain fairly constant except 
for one Saturday at the close of the in- 
terviewing period. All field workers in- 

5 A copy of the third questionnaire may be found in 
George Fisk, Defining and Measuring Radio Audiences, 
Bureau of Economic and Business Research, Bulletin 
No. 10, October, 1949, State College of Washington, 
Pullman, Washington. 

6 When weather is good people tend to listen to their 
radios less than when weather is bad. In many communi- 
ties listening is higher during Saturday and Sunday than 
at any other time of the week. Thus when rain forced 
some respondents to stay at home one Saturday, they 
could have been listening to the radio prior to the time 
of interview. Consequently, interest ratings made on 


that particular Saturday may have been higher than at 
other times during the experiment. 


terviewed under similar conditions, but 
inasmuch as each respondent was not 
interviewed at the time most convenient 
to him or her, respondent interest meas- 
urement was not uniform. A positive 
aspect of this situation was the fact that 
interviews were made under circum- 
stances substantially similar to those 
normally prevailing on surveys. There- 
fore, although results are not so precise 
as those possible under more ideal condi- 
tions, they do reflect the answers which 
may be obtained in every-day field op- 
erations. 

The fourth variable was the sample 
selected. For purposes of the experiment 
this sample has been divided into two 
groups: (a) a quota subsample of 310 
Washington State College students, and 
(b) a modified quota sample of 555 non- 
college persons. The quota sample was 
stratified on exact current registration 
statistics provided by the College Regis- 
trar’s Office, and the other sample was 
similar to those being used by research 
agencies, except for controls on sex of 
the respondent and farm and non-farm 
occupations. Occupationally, the popula- 
tion from which the sample is drawn is 
more homogeneous than populations of 
densely inhabited regions. The majority 
of women are housewives, and the 
majority of men are skilled craftsmen, 
farmers, proprietors, or college profes- 
sors.’ Although the sample was not held 
constant for each interviewer, twelve of 
the sixteen interviewers questioned re- 
spondents in nearly all occupational and 
age groups, thus minimizing the effect 
the respondent might have on inter- 
viewers’ interest ratings. Six interviewers 
questioned mostly college students, 


whom one might suppose to be uncom- - 


monly interested in this study. Of the 
310 students interviewed, 238 were 


7In Fisk, op. cit., Part IV, is presented a brief de- 
scription of the sample used in this experiment. 
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Exuisit 1. ResponDENT INTEREST Ratincs MEAsuRED BY 16 DiFFERENT INTERVIEWERS ON AN 
ExpERIMENTAL SURVEY 


(Arranged according to absolute number of “‘Excellent” ratings) 


Rating 
Interviewer Number Not Rated Total 
Excellent Good Fair Poor 
Num- Per Num- Per Num- Per Num- Per Num- Per Num- Per 
ber Cent ber Cent ber Cent ber Cent ber Cent ber Cem 
I 40 30 16 Io ° 96 
2 34 19 2 ° I 56 
3 24 23 3 I 2 55 
4 20 19 11 2 ° §2 
First Group Total 118 45.6 91 35.1 34 13.1 13. §.0 3 I.2 259 100.0 
5 20 18 3 2 ° 43 
6 15 24 8 2 I 50 
7 9 6 6 20 ° 41 
8 8 14 26 7 I 56 
Second Group Total s2 27.4 62 32.6 43% 22.6 31* 16.3 2 I.I 190 100.0 
9 7 28 10 ° I 46 
10 6 40 6 ° I 53 
II 6 go II 4 I $2 
sae 5 20 30 3 2 60 
Third Group Total 24 55.9 57 27.0 3-3 5 2.4 100.0 
13 4 23 23 5 ° 55 
14 2 42 7 ° ° 51 
15 2 29 15 2 I 49 
16 I 21 25 3 ° 50 
Fourth Group Total 9 44 ‘45 56.1 JO 34.1 Io 44.9 I ©.§ 205 100.0 
Grand Total 203 23.5 386 44.6 204 23.6 61 7.0 It 1.3 865 100.0 
* Group total distorted by one interviewer’s rating. 
questioned by these six interviewers. The Results Analyzed 


remaining 72 students were questioned 
by four other interviewers. Since 72 is 
too small a number to subdivide, yet re- 
tain statistical reliability, the analysis in 
this report concerns only the 238 re- 
spondents interviewed by the six in- 
vestigators whose principal quotas were 
student respondents. 

The KWSC survey, while not a vari- 
able requiring control, was selected for 
the experiment because radio is a sub- 
ject most people know about or have had 
experience with. Nearly everyone listens 
to the radio regardless of socio-economic 
status; hence, it should be relatively easy 
to measure respondent interest on such a 
well-known topic. 


The exhibits prepared indicate wide 
differences in individual interviewer rat- 
ings. Such a range could be due to 
chance, to circumstances surrounding 
the interview, to real differences in inter- 
est among respondents, or to the manner 
in which interviewers rated respondent 
interest. However, a review of the find- 
ings will show that chance plays an in- 
significant role in producing such diver- 
gent results. A chi square test of sig- 
nificance revealed that the distribution 
in Exhibit 1 would occur less than one 
time in one thousand on the basis of 
chance alone. The chi square test was 
made using the results secured by each 
of the sixteen interviewers, thus measur- 
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Exuisit 2. Ratincs or ResponDent INTEREST AMONG 
Cottece Stupents BY § DiFrFERENT INTERVIEWERS 


(Arranged according to absolute number of 
“Excellent” ratings) 


Inter-  Excel- 
viewer 


Good Fair Poor Total 


34 19 2 55 

3 20 21 3 q 45 
13 3 21 18 5 47 
12 2 18 27 3 50 
16 I 15 22 3 41 
Total 60 94 72 12 238 


ing the significant differences between 
individuals. 

Inspection of Exhibit 1 reveals sizable 
differences between ratings of individual 
investigators. Since the wide range in 
ratings displayed in this exhibit cannot 
be explained on the basis of chance vari- 
ation, the cause must be sought in cir- 
cumstances surrounding the interview, 
the differences in interest among re- 
spondents, or in the way interviewers 
made their ratings. As previously stated, 
it was not possible to control completely 
the circumstances surrounding the inter- 
view. Nevertheless, as Exhibit 2 shows, 
when interviewing conditions are rela- 
tively constant, wide variation still 
exists in interviewers’ ratings. 

Because a residential college student 
sample is more homogeneous in its inter- 
ests, occupational characteristics, in- 
come, age, and educational attainments 
than a non-student sample, it may be 
concluded that a substantial part of the 
dissimilarity in ratings may be ascribed 
to either the conditions surrounding the 
interview or to individual differences in 
rating methods. Inasmuch as the college 
campus interviews were made under 
more uniform conditions than non-cam- 
pus interviews, it is improbable that con- 
ditions surrounding college interviews 


can account for the individual differ- 
ences appearing in Exhibit 2.° If this 
assumption is reasonably correct, then 
differences among interviewers them- 
selves are largely responsible for the 
dissimilar ratings. Furthermore, inspec- 
tion of the manner in which “Excellent,” 
“Good,” “Fair,” and “Poor,” ratings 
are distributed supports the conclusion 
that interviewers had preconceived ideas 
of how respondents should be ranked. 
Even when the sample was relatively 
homogeneous and the interviewing con- 
ditions relatively similar, interviewer 2 
rated most respondents “‘Excellent,” but 
interviewers 12 and 16 gave more stu- 
dents a “Fair” rating than any other 
single rating. Interviewer 13 rated a 
higher proportion “Poor” than any 
other interviewer, despite the fact that 
this interviewer had a smaller propor- 
tion of “Fair” respondents than either 
interviewer 12 or interviewer 16. This 
result casts doubt on the ability of inves- 
tigators accurately to register respondent 
interest on sample surveys. 


Conclusions 


This experiment does not substantiate 
the hypothesis that interviewer ratings 
can be used to increase the accuracy of 
sample surveys. Even if results were 
more favorable, there is still the problem 
of how to use interviewer ratings in 
tabulation. Assuming that interviewers 
could measure respondent interest, Mr. 
Bennett would still have to demonstrate 
that he could apply the dependability 
rating to tabulated results without dis- 
torting the sample by discarding all or 
part of each “Doubtful” interview. How- 
ever, the idea of measuring the depend- 


8 Each of the six interviewers was assigned to inter- 
view among both sexes, married and unmarried, repre- 
senting fraternity and nonfraternity students, in each of 
the four academic years. 
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ability of a survey respondent’s replies 
is not to be dismissed on the grounds 
that it has not yet been proved practical. 
Instead, marketing survey companies 
and others should conduct further re- 


search on this intriguing and important 
subject. 

GeorcE Fisk 
State College of Washington 
Pullman, Washington 


DETERMINATION OF AREA MARKET POTENTIALS FOR 
CHEMICAL PROCESS RAW MATERIALS 


FREQUENT problem of the sales de- 

partment of a manufacturing com- 
pany selling raw materials to the chemi- 
cal process industries is that of deter- 
mining geographical area market 
potentials. The same problem concerns 
higher management in considering plant 
expansions and new plant locations in 
relation to potential markets. 

The type of data necessary to solve 
this problem is rarely available in a form 
necessary for immediate analysis. While 
statistics for production of chemical 
raw materials are often broken down by 
geographical areas, data for consump- 
tion are rarely in this form. 

A method for the preliminary solution 
of a typical problem of this kind, using 
readily available statistics will be dem- 
onstrated. In this case we shall use 
refined soybean oil as the chemical raw 
material, and attempt to analyze its 
market potential by states. A more 
detailed but less accurate break-down by 
county is also possible, using the same 
general methods. 

The first step in the solution of this 
problem is to analyze the end uses of 
refined soy-bean oil. Statistics on these 
end uses are available from the Depart- 
ment of Agriculture, and are summarized 
in Table I. Statistics of 1947 are being 
used here, since they are fairly complete 
and more readily available than later 
tentative figures. Moreover the error 
introduced is small, as the relative im- 
mobility of plant and capital does not 
permit major changes within two or 


three year periods, in the absence of 
war or severe depressions. 

Table I shows that about 18 per cent 
of the soybean oil refined goes to oleo- 
margarine, 66 per cent to other edible 
products, 7 per cent to the paint and 
varnish industry, and the remaining 9 
per cent to manufacturing industries 
which can be roughly classified as chemi- 
cals and allied products. 


Taste I. Facrory Consumption or SoyBEAN 


1948 

Millions of Per Cent 

Pounds of Total 
Shorteningt 705 54 
Oleomargarine 228 18 
Other Edible Productst 160 12 
Paint and Varnish 89 7 
Sub-total 1182 
Otherst 112 9 
Total 1294 100 


Source: U. S. Department of Agriculture. 

* Refined or crude as used. 

t Total edible products other than oleomargarine 
= 865 million pounds, or 66 per cent of total. 

t Soap, linoleum, oilcloth, printing inks, fatty acids, 
sulphonated oils, lubricants, greases, misc. 


Various types of data are available, 
in most cases originally from govern- 
ment sources, which deal with the size 
of consuming industries by state, and in 
some cases by county. These data, broke 
down by industries, may be in the form 
of dollar value or millions of pounds of 
product produced; number of manufac- 
turing establishments; number of wage 
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earners; or cost of raw materials, etc. 
consumed by the industry. 

Although it may not seem so at first 
glance, these yardsticks of area consump- 
tion are closely related, and can be used 
as equivalents, if the best measure is not 
available. Table II compares different 
areas in respect to total manufactures, 
and shows that such yardsticks as num- 
ber of establishments, number of em- 
ployees, and cost of materials, all vary 
proportionately. The Pearsonian coefh- 
cient of correlation between number of 
establishments and cost of materials is 
+0.93 and the correlation between num- 
ber of wage earners and cost of materials 
is +o.95. While perfect positive correla- 
tion is +1.00 these high correlation co- 
efficients indicate that all of these meas- 
utes are closely related—certainly closely 
enough for our purposes. 


Taste II. Tora, Manuractures, 1939 


Total ‘Total 
Area Establish. age Materials, 
The. Earners etc. (Bil- 
(Thou- (Millions) lion of 
sands) Dollars) 
New England 16 1.0 2.5 
Middle Atlantic 56 2.2 8.7 
East N. Central 40 2.2 9.8 
West N. Central 15 0.4 2.5 
South Atlantic 17 1.0 3.2 
E. South Central 7 0.4 1.1 
W. South Central 10 0.3 1.7 
Mountain 4 0.1 0.5 
Pacific 18 0.4 2.2 


Source: Bureau of Census. 

Coefficient of Correlation: 
Establishments vs. Cost of Materials=-+0.93 
Wage Earners vs. Cost of Materials=o0.95 


Naturally local differences will exist, 
based on local consumption habits. 
States such as New York, where large 
numbers of people trace their descent to 
the Mediterranean basin area, may favor 
the use of olive oil over soybean oil. 
However, we should remember that we 


are interested in measuring “potential,” 


and that we are attempting a preliminary 


solution that will be further refined 
through field survey methods. 

Inspecting the consuming industries 
separately, let us attempt to break down 
the industry’s soybean oil consumption 
by states. 

First, oleomargarine; in this case it is 
very important to consider oleomarga- 
rine separately from other food products. 
The location of oleomargarine plants in 
the United States is abnormally dis- 
tributed, and does not follow population 
(as might be expected), but legal techni- 
calities. Since margarine production is 
controlled by the federal government, 
state production figures can be obtained 
from the Bureau of Internal Revenue. 
The soybean oil potential in margarine 
production will then be calculated as 
roughly proportional to the state’s pro- 
duction of margarine. 


Second, other food products; a yard-. 


stick that can be used in this case is 
number of employees in the food indus- 
try of each state. These data can be 
obtained from the U. S. Department of 
Commerce. Although available data 
actually include only establishments 
included in the old-age pension program, 
this is accurate enough for our purpose. 

Third, paint and varnish industry; 
data on state production can be ob- 
tained from the Census of Manufactur- 
ers. In this case, the 1947 census is for- 
tunately available. Furthermore, data 
are given there on cost of raw materials, 
etc. by state, and this can be used as a 
yardstick to divide soybean oil use in the 
paint and varnish industry by state. 

Fourth, chemicals and allied indus- 
tries; here again data are available on 
number of employees in the industry by 
state, as was the case for the food prod- 
ucts industry. 

In Table III, these yardsticks are 
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Taste III 
State 
Total 
United States New York Ohio California 
Thousand employees, food! and kindred products 1353 138 61 97 
Per cent of total 100 10 4 7 
Soybean oil potential in edible products other than oleo- 
margarine—millions of lbs. 865 87 35 61 
Production of margarine million of pounds? 642 ° 86 89 
Per cent of total 100 ° 13 14 
Soybean oil potential in margarine, million lbs. 228 ° 30 32 
Cost of materials, etc.* of paint & varnish industry— 
millions of dollars 771 gI 78 72 
Per cent of total 100 12 10 9 
Soybean oil potential in Paint & Varnish Industry— 
million pounds 89 II 9 8 
Thousand employees, chemicals! and allied products 674 84 40 34 
Per cent of total 100 12 6 5 
Soybean oil potential, other uses than above 112 13 7 6 


1 Employment mid-March, 1947, “Business Establishments, Employment & Taxatable Pay Rolls under Old-Age 
& Survivors Insurance Program, Part I” (U. S. Department of Commerce, December, 1948). 

? Bureau of Internal Revenue, Year ending June 30, 1947. 

* Census of Manufacturers, 1947 (U. S. Department of Commerce, 1949). 


used to measure the market potential for 
soybean oil in three industrial states: 
New York, California, and Ohio. Soy- 
bean oil market potential has been 
measured as proportional to the yard- 
sticks that we have readily obtained 
from available data. 


Taste IV. Estimatep PorentiAts (1947) 


Millions of Pounds 
Total 
New Cali- 
United Ohio 
York fornia 
Oleomargarine 228 ° 30 32 
Other edible 
products 865 87 35 61 
Paint and Varnish 89 II 9 8 
Others 112 13 7 6 
Total 1294 111 81 107 
Per cent of Total — 9 6 8 


In Table IV, the results obtained in 
Table III have been combined to show 
the soybean oil consumption potential of 
each of the three states—showing that 
New York has g per cent of the total 
United States potential, California 8 per 
cent, and Ohio g per cent. 

In the same manner, potentials can 
be derived for the remaining 45 states of 
the union. As previously noted, the re- 
sults are “potentials.”” They should be 
checked by field surveys. But as a pre- 
liminary solution they will be useful in 
many ways in quickly determining ter- 
ritorial sales potentials and in planning 
the location of new production plants. 

Rosert S. Aries 
WILLIAM CopuLskYy 
R. S. Aries & Associates 
Brooklyn, New York 
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NOTES ON THE HISTORY OF MARKETING RESEARCH 


HE advances in the techniques of 

market research since the early 
nineteen-thirties have seemed so great 
that present practitioners are prone to 
feel a sense of discovery; they feel that 
they are the pioneers who “invented” 
market research. Actually, the practice 
of market research on an informal basis 
is old. Even the Children of Israel sent 
interviewers out to sample the market 
and the produce of Canaan. And the 
merchant families of Fugger and Roths- 
child prospered in part because their 
far-flung organizations enabled them to 
get market information before their com- 
petitors did. 

In the United States, market research 
techniques can be traced back over a 
century. “The Harrisburg Pennsylvanian 
of July 24, 1824, printed a report of a 
straw vote taken at Wilmington, Dela- 
ware, ‘without Discrimination of Par- 
ties.’ In this poll, Andrew Jackson re- 
ceived 335 votes; John Quincy Adams, 
169; Henry Clay, 19; and William H. 
Crawford, 9. Again, in August of the 
same year, the Raleigh Star undertook 
to canvass political meetings held in 
North Carolina ‘at which the sense of 
the people was taken’.”! Though these 
instances were not market research, they 
did use some of the tools of market re- 
search. 

More by accident than by foresight, 
N. W. Ayer & Son, one of the pioneer 
advertising agencies, made the first 
application of market research to mar- 
keting and advertising problems. In 1879 
in attempting to fit a proposed schedule 
of advertisements to the needs of the 
Nichols-Shepard Company, manufac- 
turers of agricultural machinery, the 


1 George Gallup & Saul F. Rae, The Pulse of Democ- 
racy (New York: Simon & Schuster, 1940, p. 35.) 


agency wired to state officials and pub- 
lishers throughout the country asking 
for information on grain production. As 
a result, the agency was able to construct 
a crude but formal market survey by 
states and counties.? 

Though this was an early instance of 
market research, it was not long an iso- 
lated instance. George B. Waldron was 
doing qualitative research for Mahin’s 
Advertising Agency around 1900.’ Har- 
low Gale, at the University of Minne- 
sota, was using mailed questionnaires to 
obtain opinions on advertising in 18954 
and in 1901, Walter Dill Scott under- 
took a program of experimental research 
on advertising for the Agate Club of 
Chicago.5 

It was not till around 1gio that evi- 
dences of market research became fre- 
quent enough to indicate that a new 


field of business activity had made a_ 


a serious start. The idea of what later 
was called market research became en- 
demic to the period between Ig10 and 
1920. There must have been a good many 
business men who grasped the idea that 
industry, which was striving for national 
scope and reaching out for national mar- 
kets for trade-marked merchandise, must 
build on knowledge, and therefore must 
develop methods of finding out about 
marketing and marketing processes. 
But the surviving credit necessarily goes 
to those who published their work. 

Of those, one of the foremost was Mr. 
J. George Frederick, still the head of The 
Business Bourse, a research organization 

2 Ralph M. Hower, The History of an Advertising 
Agency, (Cambridge: Harvard University Press, 1939, 
pp. 88-90.) 

3 Coolsen, Frank G., Pioneers in the Development of 
Advertising, JOURNAL OF MARKETING, Vol. XII, No. 1, 
(July, 1947) pp. 80-86. 

4 Ibid. 

5 Ibid. 
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which he helped to form in 1908.6 Early 
interested in the concept of market re- 
search by the advertisements for John 
Wanamaker written by John Powers on 
the basis of field research (a series begin- 
ning in 1888), Mr. Frederick left the 
editorship of Printers Ink in April, 1911, 
to devote full time to heading the Busi- 
ness Bourse, and to doing market re- 
search as an independent contractor. 
Among his early clients, Mr. Frederick 
reports, were the Texas Company and 
General Electric. He estimates that not 
more than $50,000 was spent in gather- 
ing market information—even infor- 
mally—in the year 1910. 

Another early convert to research 
concepts was R. O. Eastman, still oper- 
ating head of the research firm which 
bears his name.’ In 1911, while adver- 
tising manager of the Kellogg Company 
of Battle Creek, Michigan, Mr. Eastman 
interested between forty and fifty mem- 
bers of the Association of National Ad- 
vertising Managers—as the Association 
of National Advertisers was then called 
—in a cooperative postcard question- 
naire on magazine readership. This early 
study may have been the first systematic 
readership research done, and, according 
to Mr. Eastman, introduced the impor- 
tant concept of duplication of circula- 
tion. 

In the following year, 1912, a more 
elaborate questionnaire was developed, 
and Kellogg salesmen, during their off- 
season, were used as interviewers. In 
1916, while working for the advertising 
agency of Fuller & Smith, Mr. Eastman 
became so heavily involved in another 
cooperative survey that he decided to 
open his own research firm, under the 
name of the Eastman Research Bureau. 


6 Data on Mr. Frederick’s early contributions to 
market research were obtained from him by correspond- 
ence. 

7 Information based on correspondence with Mr. 
Eastman. 


His first clients were Cosmopolitan Mag. 
azine, and Christian Herald. His first 
industrial client was the General Elec. 
tric Company, for which, in 1917, he did 
a survey to determine the significance to 
the public of the “Mazda” trade mark. 

Perhaps chronologically the next de- 
velopment was the establishment of a 
Bureau of Business Research at the 
Harvard Graduate School of Business 
Administration—another evidence of the 
foresight of A. W. Shaw.’ Organized re- 
search work at the Harvard Business 
School grew out of discussions between 
A. W. Shaw and Dr. Edwin F. Gay, 
then Dean of the School, in 1911. The 
impetus for this work came from the 
School, and met considerable resistance 
from business men. The first project was 
on the operating expenses of retail shoe 
stores, under the direction of the late Dr. 
Paul T. Cherington, and led to the de- 
velopment of standard classifications of 
retail accounts, which have become basic 
in retail control and research. Since that 
time, of course, the Harvard Business 
School has continued with a steady 
stream of annual and occasional studies 
of expenses of operation for a wide range 
of retail trades. 

Although the several developments in 
market research up to IgI1 indicated 
both a growing need for and a growing 
interest in market research, it was the 
entrance into the field of Charles Coo- 
lidge Parlin, for nearly 30 years the man- 
ager of the Commercial Research Divi- 
sion of The Curtis Publishing Com- 
pany, which dramatized this fledgling 
science and afforded the precedent many 
other firms were to follow. Mr. Parlin 
came to The Curtis Publishing Com- 
pany in June, 1911, at the instance of the 
then manager of Curtis’ Boston office, 


8 Based on correspondence with Professor Melvin T. 
Copeland, for many years Director of Research of the 
Harvard Business School Bureau of Business Research. 
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Mr. Stanley R. Latshaw.® His first stud- 
jes were studies of entire industries— 
agricultural implements, textiles, foods, 
and automobiles. These were studies of 
marketing structures of the industries— 
broad in their sweep, yet affording guid- 
ance where none had previously been 
available. In connection with the textile 
study in 1912, Mr. Parlin built up a tab- 
ulation of the volumes of sales of depart- 
ment stores in cities of 54,000 and over— 
a tabulation sufficiently accurate to 
withstand considerable checking. It may 
have been that other research groups 
did as much and as good market re- 
search as Mr. Parlin and his assistants 
did between 1911 and 1926. But the 
personality of Mr. Parlin and the pub- 
licity given his work by The Curtis 
Publishing Company and its advertising 
space salesmen gave his work a stature 
which assures him a prior and important 
place in the development of market re- 
search. 

In June, 1915, Dr. Paul H. Nystrom 

came manager of commercial research 
for the U. S. Rubber Company. Dr. 
Nystrom writes, “The suggestion to have 
market research, or commercial research 
as it was called, carried on in the U. S. 
Rubber Company was first made to that 
Company by C. C. Parlin, then in charge 
of Commercial Research for The Curtis 
Publishing Company. Jt was he also who 
recommended me to begin the work in 
that Company.’”?° Likewise, the late Dr. 
Louis D. H. Weld undertook to carry on 
market research for Swift & Company 
in 1917. He writes, ‘So, inspired largely 
by the work of Parlin for Curtis Pub- 
lishing Company, I suggested that they 
make me manager of a new department, 
—the Commercial Research Depart- 
ment.” 


_ * Information on the development of market research 
in The Curtis Publishing Company is based on corre- 
spondence with Mr. Stanley R. Latshaw, and on un- 
published materials in the files of the Company. 

” Letter from Dr. Paul H. Nystrom, May 14, 1945. 


The work of Mr. Parlin and of other 
men encouraged by his example received 
the lion’s share of the publicity. Yet in 
1916, The Chicago Tribune published a 
market study of the city of Chicago.” 
This study was based on house-to-house 
interviewing, and produced marketing 
facts on the consumer population by 
residential districts. 

Although the questionnaire used was 
primitive and biasing by to-day’s stand- 
ards, and although there is no indication 
of concern over sampling techniques, it 
is likely that the techniques were not 
extemporized. The questionnaire was 
dated February, 1913. At that time, in 
all probability, there was a considerable 
amount of market research going on— 
enough to allow conclusions on tech- 
niques gradually to crystallize, and to 
broaden the interest of the business 
public. 

Dr. C. S. Duncan published Commer- 


cial Research® in 1919. The book is a . 


straightforward discussion of market 
research principles, and many of its 
pages have a decidedly fresh and current 
flavor even to-day. In 1921, Percival 
White published Market Analysis.“ By 
1924, there was enough general interest 
in market research for the organization 
of the Research Group, as a part of the 
Advertising Club of New York; on its 
organization meeting, October 23, 1924, 
nearly a hundred members came.® 

One of the most important mile stones 
in the development of market research 
was the development of interest by the 
United States Department of Commerce 
in supplying business and marketing 


1 Letter from Dr. L. D. H. Weld, April 17, 1945. 

12 The Merchandising Service Department, The Chi- 
cago Tribune, Winning a Great Market on Facts, 1916. 

13 C. S. Duncan, Commercial Research, An Outline of 
Working Principles (New York: The Macmillan Com- 
pany, 1919). 

4 Percival White, Market Analysis, Its Principles and 
Methods (New York: McGraw-Hill, 1921). 

18 Advertising Club News, The Advertising Club of 
New York, November, 1924. 
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data. On October 29, 1926 a conference 
was held in Washington. Out of the 
interest which caused this conference to 
be held, and with the support it made 
possible, the Department of Commerce 
was able to undertake such monumen- 
tal studies as the St. Louis Drug Survey 
and the Louisville Grocery Survey; to 
lay the groundwork for the 1929 Census 
of Distribution; and to plan and execute 
a number of studies on distribution cost 
analysis. 

With the collection of economic and 
marketing data on a large scale by the 
government market research flourished. 
It still lacked the precision which could 
allow it to offer highly dependable road 
signs to business. It required the devel- 


16 Domestic Commerce Division, U. S. Department of 
Commerce, Proceedings of the Conference on Market 
Research, held at Washington, D. C., October 29, 1926. 


opment of theories of systematic and of 
random sampling as applied to market 
research to allow market research to 
attain to a degree of maturity. And it 
was not till the mid-nineteen-thirties 
that sampling has been put within the 
reach of the market analyst." 

Although the techniques now avail- 
able for the use of the market analyst 
are elaborate and intricate, it is clear 
that the growth of principles for this field 
has been a slow, steady growth, and one 
which has been a good many years a- 
building. 

Lawrence™ C, Lockey 

Graduate School of Business Administra- 

tion 
New York University 

17 Frederick F. Stephan, “History of the Uses of 
Modern Sampling Procedures,” Fournal of the American 


Statistical Association, Vol. 43, No. 241, pp. 12-39, 
passim. 
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Communications 


THE A & P CASE 


The landslide of testimonials to the 
eficiency of operations of the Great 
Atlantic and Pacific Tea Company, the 
well-footnoted statements of Professor 
Adelman, and the response to the ques- 
tionnaire sent marketing instructors all 
suggest that any critic of this viewpoint 
runs a real hazard of being gored by the 
stampede.! Throughout much of the 
literature there runs a common theme to 
the effect that A & P is being penalized 
for being too efficient. “One must be 
not only inefficient but completely ineffi- 
cient to be safe.”” 

There is, in my opinion, a very consid- 
erably tendency to oversimplify this 
A & P case, and by the process to leave 
widespread the impression that the De- 
partment of Justice is wholly naive; at 
best, that the whole case as conceived, 
developed, and prosecuted by the de- 
partment is, in short, a “Great Muddle.” 
Yet the fact remains that the Depart- 
ment which is guilty of this muddle in 
the present civil case did conceive, de- 
velop, and prosecute the criminal case in 
such unmuddled fashion as to receive the 
district court decision.? This was im- 
mediately appealed by the company and 
the Seventh Circuit Court of Appeals 
found the government case adequate 
upon which to uphold the lower court 


See M. A. Adelman, “The A & P Case: A Study in 
Applied Economic Theory,” Quarterly Fournal of Eco- 
nomics. LXIII, May, 1949, 238-257; M. A. Adelman, 
“The Great A & P Muddle,” Fortune, Dec., 1949, 122 
ff., “The Crime of Bigness,” Investor’s Reader (Merrill 
Lynch, Pierce, Fenner & Beane, New York, Vol. 13, 
No. 9, Oct. 26, 1949, 1-5). 

* Fortune, op. cit., 124. 

* United States v. New York Great A & P Tea Co., 67 
Fed. Supp. 626, (E. D. Ill. 1946). 


finding against A & P.t And A & P sub- 
sequently announced that it would not 
appeal the Circuit Court decision. 

It seems that one might, if he were so 
inclined, suggest that the anti-trust laws 
were in a state of muddle, but it seems 
hardly to follow that the Department of 
Justice may be accused of being simi- 
larly muddled because it carries to a 
successful conclusion in the courts a case 
under the anti-trust laws. The Justice 
Department is sworn to uphold the laws 
of the land; if it does this effectively (and 
winning a case might be assumed to be 
prima facie evidence of effectiveness) it 
would seem that the Department might 
better be cited for something approxi- 


mately the opposite of “muddling.” The | 


quarrel, if any, lies with the laws the 
Department is enforcing and not with 
the department. This appears to be one 
of the significant points quite generally 
ignored in the discussions of this case. 
Now there is something new, and 
much that is significant about this A & P 
case, and in a very limited sense the 
Department of Justice is treading new 
ground. But the idea that there is a com- 
plete break with tradition, a complete 
upsetting of the code of business opera- 
tion, is an inherently fallacious idea which 
requires close inspection. The thesis may 
be expressed generally in the theme that 
the government is now penalizing big 
business simply because it is big. The 
Attorney General and the Head of the 
Anti-trust Division have been at some 
pains to deny this and to make clear 
that the department is not attacking 
4 New York Great A & P Tea Co. v. United States, as 


reported in Commerce Clearing House, Trade Regula- 
tion Reporter: Court Decisions, Par. 62, 375. 
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bigness as such but the conditions which 
result in restraints of trade and emanate 
in specified cases from the size of the 
business involved.® 

This is a subtle distinction but it can 
scarcely be held to be a new position for 
the department. Ever since the Supreme 
Court in the Steel case estopped the 
Department from efforts aimed at dis- 
couraging economic concentration, the 
Department has sought consistently and 
diligently amendments in the legislation 
or methods by which the courts could 
be persuaded of the fact that large size 
may under certain circumstances act asa 
restraint upon trade. Until quite recently 
the likelihood that the educational 
process would lead the court to recon- 
sider the principles involved in the Steel 
decision seemed small. Then with the 
Aluminum decision and the successful 
leaf tobacco case against the American 
Tobacco Co. the Department was en- 
couraged to the point where it now feels 
that existing legislation may be adequate 
to the problem of economic concentra- 
tion.® 

To contend that the government case 
“flouts the canons of academic econo- 
mists” seems a little strong, for the 
Department of Justice seems largely to 
have been relying upon the body of eco- 
nomic theory which has emerged in the 
past two decades, when economists began 
seriously to suggest the inadequacies of 
theory geared either to an assumed per- 
fectly competitive economy or the ex- 
ceptional but assumed perfect monopoly. 
Economists are now pretty generally 
agreed (and probably in reality always 


5 Statement of then Attorney General Tom Clark be- 
fore House Judiciary Committee, Subcommittee on 
Monopoly Power, July 11, 1949, as reported in Hearings, 
Serial No. 14, Part 1, p. 75 ff. See also statement of 
Herbert A. Bergson, Head, Antitrust Division, Depart- 
ment of Justice, idid. p. 365 ff. 

6 See U. S. v. Aluminum Company of America, 148 
F (2d) 416. U. S. 0. American Tobacco Co., 328 U.S. 781. 


were) that almost no real-life transac. 
tions take place at either of these poles, 
but most of our markets lie somewhere 
in between and are imperfectly competi- 
tive in varying degrees. 

Relating this to the antitrust program, 
it may not be out of order to review a 
few characteristics of that program. In 
the first place it should be suggested that 
the purpose of antitrust policy is, and 
should be, the realization of the maxi- 
mum potential from our economic effort, 
a full utilization of our resources. Thus 
two lines of attack are conceived to be: 
(1) the prevention of collusive practices 
(including agreements) which restrain 
trade and commerce, and (2) the preven- 
tion of combinations which are in re- 
straint of trade. The first line of attack 
has been moderately successful. The 
second, to all intents and purposes was 
negated by the Steel decision in 1920 in 
conjunction with the Section 7 loophole 
in the Clayton Act.? 

It should be unnecessary, but appar- 
ently is necessary, to review the simple 
proposition that under fully competitive 
conditions no operator has any control 
over the market and cannot by his own 
actions influence it. But in an oligopolis- 
tic situation each of the dominant opera- 
tors has a control over the market, and 
knows that his own actions will affect 
the market and lead to counteraction by 
the other leading firms. Thus in an oligo- 
polistic situation each firm by rational 
experience so develops its own program 
as to accomplish in frequent instances 
the precise result which formerly in 
more competitive times would have 
required collusive agreement. Thus eco- 
nomic concentration in a market tends 
to the same result as collusive agreement. 


7 Interpreted by the Court as permitting combina- 
tions in restraint of trade which grew out of mergers, 
and acquisitions that did not involve actual stock trans- 
fers. 
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The ability of the government to stop 
collusive agreement comes to naught in 
the face of economic concentration. This 
lesson, all good, sound economic theory, 
is the lesson the Department of Justice 
has sought to impress upon the courts 
since the time of the Steel decision. And 
now with the Aluminum and Tobacco 
cases, noted above, the Department 
seems to have made an impression. 

The foregoing is not directed primarily 
to the question of the A & P case but 
rather to the proposition that the De- 
partment of Justice, in the A & P case, 
has not gone off on an entirely new tan- 


gent, grounded on false economic tenets. 
The case is of a pattern with others, and 
with the long-run program of the De- 
partment over many years, and realisti- 
cally takes into account new tools which 
the economists have provided. The re- 
sults may or may not be what we want 
but the line of action is consistent with 
the past position of the Department and 
consistent also with fairly respectable 
body of economic theory. 

Maurice W. LEE 
State College of Washington 
Pullman, Washington 
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Research in Marketing 


Editor ORIN E. BURLEY 


Editorial Staff: R. Barre s, Ohio State University; W. F. Brown, Univer- 
sity of California, Los Angeles; J. H. Lorir, University of Chicago; J. R. 
RiccLeman, U. S. Department of Commerce. Initials of staff members, in 
brackets following subject headings, identify the reviewers of the indi- 


Research completed and in progress is 
classified in this section under the list of 
general headings given below. Individual 
items are designated by the number of the 
general class into which they fall and, also, 
by a serial number within the class. 


the publications mentioned in the following 
pages should address their requests to the 
respective publishers—THE JOURNAL does 
not have copies for sale or distribution. 
Members of the American Marketing 
Association who are engaged in significant 
pieces of marketing research are urged to 
submit items to the Editor of this section. 


List or GENERAL HEADINGS 


. Advertising 

. Selling—Personal 

. Industrial Marketing 

. Marketing Farm Products 

. Marketing Minerals 

. Marketing Services 

. Producers’ Marketing of Consumer 
Goods 

. Product Analysis 

. Consumer Studies 

. Cost of Marketing 

. Foreign Trade 

. Cooperative Marketing 

. Credit—Mercantile and Retail 

. Retailing 

. Transportation 

. Warehousing 

. Wholesaling 

. Federal, State, Local Regulation 

. Taxation 

. Marketing Theory 

. Prices and Price Policies 


740 


Readers interested in securing copies of 


22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 Using Split-Run Copy Testing in Indus- 
trial Advertising. Walter L. Benz, Jn- 
dustrial Marketing, December, 1949. 
[w.F.B.] 


Mr. Benz devotes the major part of this 
article to an explanation of well-known 
principles of split-run copy testing, giving 
proper emphasis to the desirability of keep- 
ing constant every element in the advertise- 
ment except the variable being tested. Of 
chief interest in his report, however, is the 
table summarizing the results of seven par- 
ticular tests made to date in Chemical & 
Engineering News. From the data gathered 
in these tests the author concludes that 
response is increased by omitting price in- 
formation in the ad, by using color, and by 
empioying general rather than straight tech- 
nical copy appeals. The generalizations so 
arrived at obviously must be considered pre- 
liminary, but they should provide added 
impetus to further investigation of these 
subjects in specialized fields of industrial 
advertising. 


1.2 University of Missouri (Columbia, Mis- 
souri). 700 Books on Advertising, Fifth 
Edition, 1949, compiled by Donald H. 
Jones, 1949. Pp. 19. [R.B.] 

This selected annotated bibliography of- 
fers a short list of general coverage of the 
field of advertising literature. Each book is 
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briefly annotated, showing what is the con- 
tent of the book, something about its author, 
or ways in which the book could most prof- 
itably be used. 

Most of the books listed are currently 
available, although some particularly helpful 
out of print volumes are also included. 


1.3 What Do Readership Studies Really 
Prove? H. P. Longstaff and G. P. Lay- 
bourn, Fournal of Applied Psychology, 
December, 1949. [J.H.L.] 


Most readership studies are highly am- 
biguous. In order to demonstrate the extent 
of this ambiguity an experiment was per- 
formed. A sample of respondents, known to 
be readers of magazine A, were asked, 
“What magazine do you read?” The returned 
questionnaires indicated that magazine A 
was read less often than either B or C. A 
second questionnaire was sent to those who 
had not mentioned A; it asked if the failure 
to mention A was merely an oversight. A 
third questionnaire was sent to those who 
had originally mentioned A but not B (C); 
it asked if the failure to mention B (C) was 
an oversight. Information derived from the 
follow-up questionnaires indicated that A 
was read more than either B or C. Further 
adjustment to allow for those reported 
readers whose comments indicated that they 
were not “really” readers caused additional 
changes in readership. The comments also 
indicated that different people read the mag- 
azines with different thoroughness and fre- 
quency. The experiment seemed to justify 
the assertion that “orthodox” readership 
studies are ambiguous. 


1.4 The Cost of Advertising in Magazines 
Has Been Cut in Half. J. K. Lasser, 
Printers’ Ink, November 18 and 25, 
1949. [W.F.B.] 


To point out the relative shift in magazine 
page rates, Mr. Lasser (who is accountant 
for over 200 magazines) analyzes prices per 
thousand and finds that the increase between 
1939 and 1949 has been very small—five per 
cent for consumer magazines and fourteen 
per cent for business publications—in spite 
of increased publishing costs resulting from 


general inflation. The rise in space costs in 
terms of number of copies sold is only a frac- 
tion of the increase that has taken place in 
such general indicators of price change as 
cost of living, wholesale price, and hourly 
wage indices. The chief reason for the pub- 
lisher’s ability to keep prices down has been 
the greatly increased volume of advertising 
obtained by them. But this volume has been 
declining in the last year and many publish- 
ers are operating in the red (75 per cent of 
the small-volume, paid-circulation business 
papers suffered a loss in the first half of 
1949). The conclusion to be drawn from Mr. 
Lasser’s factual analysis of magazine operat- 
ing costs, then, is that present rates are not 
too high; they are in many cases dangerously 
low. 


1.5 Hart, Schaffner Ad Test. Tide, January 
13, 1950. [W.F.B.] 


A remarkable result has been achieved in 
the first of a series of preliminary tests of the 
use of small advertisements by Hart, Schaf- 
fner, & Marx. According to a Starch analysis, 


the company’s quarter page, black and white _ 


ad in the September 12 issue of Life, achieved 
“The highest rating received at any time by 
any ad of any size in any magazine....” 
Actually the small ad, a “semaphore” type, 
was designed to call attention to a full page 
color ad elsewhere in the issue. The small 
ad contained an inch-square reproduction of 
the larger insertion and 23 lines of copy. 
The purpose of the insertion—indeed of the 
whole series of tests currently being con- 
ducted—was not to compare effectiveness of 
different sized ads but rather to learn how to 
use limited space to tell a product story with- 
out the usual dominant illustration. The 
company eventually wants to employ a 
number of publications not now used and its 
budget will not support the traditional full 
page ads in these media; hence the com- 
pany’s interest in the current research pro- 
gram. 


1.6 Display: Extra Attention Means Extra 
Sales. Jean Erwin, Fournal of Reitail- 
ing, Fall, 1949. [w.F.B.] 


Measurement of the relative effectiveness 
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of different display arrangements was the 
aim of this interesting observational study. 
Two traffic clockers were stationed in the 
main floor women’s shoe department of the 
Frederick Loeser Company, Brooklyn. For 
six hours each day (and two additional hours 
on Thursday evenings) during a two week 
period they counted persons who: (1) passed 
the display point, (2) turned their heads to 
look at the display, (3) stopped in front of 
the display, and (4) touched the merchandise 
in the display. During the test periods varia- 
tions in the display were made (such as 
changes in items shown, color or shape of 
background materials, etc.) under controlled 
conditions so that the influence of particular 
variables could be isolated. Finally, the de- 
termination of the relative attention-getting 
values of two different types of shoes was 
verified by an analysis of the sales of the two 
types. 

In general the study shows unquestionably 
that relatively minor (inexpensive) changes 
in the features of a display may profoundly 
affect its ability to attract attention and 
arouse interest. For example, a shredded 
sponge background (texture contrast) got 33 
per cent more stoppers than the average 
background unit. Somewhat the same result 
was achieved when a platform type shoe was 
changed to a pump. The importance of such 
differences is clearly demonstrated in the 
latter instance by sales figures for the two 
shoe types for the test period and for an 
earlier control period. Sales of the pump more 
than doubled whereas volume on platform 
shoes of the type shown increased 30 per cent 
(in spite of a limited stock). The study con- 
stitutes convincing evidence of the value and 
need for the application of objective research 
techniques to problems of this kind. 


1.7 Starch Measures Best-Read Industrial 
Ads. Industrial Marketing, November 
1949. [W.F.B.] 


With its November issue, Industrial Mar- 
keting introduces a monthly feature present- 
ing an analysis by Daniel Starch & Associates 
of readership of advertisements in Power, 
Factory Management & Maintenance, and 
Machinery successively. The first article de- 
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fines such terms as “Noted,” “Read Most,” 
and “Cost Ratio” and gives readership infor. 
mation for three sets of ads in the July issue 
of Power. 


2. SELLING—PERSONAL 


2.1 How Sales Aptitude Tests Help the Ef- 
ficiency of Sales Management. J. Rob- 
ert Hilgert, Printers’ Ink, December 
2, 1949. [W.F.B.] 

To determine how extensively sales ap. 
titude tests are used and in what way they 
are helpful to sales management, the author 
sent mail questionnaires to 3,000 sales ex- 
ecutives. About 18 per cent of the 1,463 
replies indicated that these tests were being 
employed and an additional 9 per cent 
noted experimentation with the idea. The 
great majority of executives who were using 
this approach reported favorably on its 
value, listing among its benefits an improve- 
ment in the quality of salesmen selected, a 
reduction in turnover, and increased ease of 
supervision and training. The author quotes 
from several replies to reveal the enthusiasm 
with which this type of testing is approved 
and the specific ways in which it aids mana- 
gers. He concludes by pointing out the need 
for the use of proper testing and evaluation 
techniques and suggests that a sales point 
of view may be more important than a 
psychological background in arriving at a 
useful program. 


4. MARKETING FARM PRODUCTS 


4-1 United States Department of Agricul- 
ture, Bureau of Agricultural Econom- 
ics. Economic Study of Futures Trad- 
ing in Agricultural Commodities. 


[j.R.] 


An economic study of the operation of 
organized futures markets and their part in 
the marketing and distribution of agricul- 
tural commodities has been undertaken by 
the Brookings Institution. This research is 
being financed jointly by a grant from the 
Merrill Foundation for the Advancement of 
Financial Knowledge, Inc., and a research 
contract with the Department of Agricul- 
ture, under provisions of the Research and 
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Marketing Act of 1946. The work is expected 
to require three years for completion. 


4.2 United States Department of Agricul- 
ture, Production and Marketing Ad- 
ministration, Marketing Facilities 
Branch. (Washington, D. C.) Market- 
ing Frozen Foods—Facilities and Meth- 
ods. Pp. 175. [j.R.] 


Many packing areas, more than 315 whole- 
sale distributors, numerous refrigerated 
warehouses, and about 300 retail stores were 
visited for this study, which describes exist- 
ing facilities and suggests improvements in 
some of them. Illustrations, photographs, 
designs, and blueprints for facilities are in- 


cluded. 


8. PRODUCT ANALYSIS 


8.1 The Pennsylvania State College. (State 
College, Pennsylvania.) Home-Service 
Distribution of Coffee and Related 
Products. Francis Babione. [0.£.B.] 


Made under the auspices of the Bureau of 
Business Research, this study is based upon 
interviews of 250 consumers on their attitude 
toward home-service selling. The middle- 
class income groups selected were located in 
central and eastern Pennsylvania. The study 
covers reasons for buying, amount spent, 
attitude toward premiums, and opinion of 
price and quality. Not only current cus- 
tomers, but former customers and non- 
customers were interviewed. 


8.2 Mattress Survey Among Post Subscrib- 
ers. (Philadelphia 5: The Curtis Pub- 
lishing Company, Independence 
Square, March, 1949. S.E.P. No. 104. 
15 pp.) [R.B.] 

While the study was specifically one deal- 
ing with the influences and factors bearing 
upon purchase of mattresses, a generaliza- 
tion is reached to the effect that male in- 
terest and influence may be stronger than 
generally supposed in the purchase of house- 
hold items, particularly those involving ma- 
jor expenditures. 


8.3 110 Druggists Show No Dentifrice Pref- 
erence. Advertising Age, November 
21, 28, December 5, 12, 1949. [w.F.B.] 


In each of eleven cities the resident cor- 
respondent of Advertising Age shopped for a 
package of dentrifice in ten drug stores. 
The investigators told salespeople that they 
didn’t know what brand or type to buy, in 
effect opening the door to brand selling. Not 
over half a dozen clerks effectively tried to 
promote a particular brand, and until the 
supposed customers raised the matter of 
ammoniated dentifrices, these were hardly 
mentioned. The final purchases of ammo- 
niated products outnumbered others nine to 
one, though correspondents reported that 
this result was probably due to their ques- 
tions. It was obvious from reports that clerks 
knew little about various brands, did not 
expect to be asked about relative merits of 
different products, and had no real interest 
in selling any one of them. 


9. CONSUMER STUDIES 


9.1 Who Responds to Health Appeals. Perci- 
val White, Advertising Agency, Oc- 
tober, 1949. [w.F.B.] 


In an interesting attempt to classify con- 


sumers according to the degree of their in- © 


terest in health, this study bases its approach 
on replies to four questions dealing with re- 
spondents’: I. opinions of their own health, 
2. concern with diet, 3. use of vitamins, 4. 
reduction of meat consumption for health 
reasons. Points were assigned for particular 
answers to each question and a rating with 
respect to “Health Consciousness” was de- 
termined by this score. Of the 11,399 persons 
queried, 52 per cent were considered Not 
Health Conscious. From this fact the author 
concludes that efforts to obtain mass re- 
sponse to health appeals in advertising are 
likely to prove futile. Elsewhere in the arti- 
cle, however, he recognizes that the absolute 
size of the “health appeal” market may be 
great enough to warrant extensive promotion 
aimed at it and he also admits that respon- 
dents’ stated answers to the four questions 
may not be accurate indicators of their true 
receptivity to health appeals. (It would seem 
that the rapid acceptance of ammoniated 
dentifrices, for example, gives evidence that 
the health appeal in some form or for some 
products may be very effective when directed 


‘ Pi 
3 
l- ) 
. 
S. 
of 
n 
y 
is 
1e 
of 
id 


744 


THE JOURNAL OF MARKETING 


toward the mass market.) Nevertheless, the 
widespread use of the health appeal, often 
under somewhat doubtful circumstances, 
calls for better knowledge of its possible 
effectiveness, and the author’s analysis is a 
useful step in this direction. 


9.2 What Folks Want for Christmas: Cues 
for ’49 Holiday Sales Drives. Sales 
Management, October 15, 1949. [W.F.B.] 


Although the facts obtained in this survey 
on consumer gift preferences are themselves 
no longer of interest, the knowledge that a 
research report of this type is annually avail- 
able may prove useful in future years. Sales 
Management commissioned National Ana- 
lysts, Inc. to conduct the field study on a 
sample which, though limited in size (688), 
does provide some basis for judging gift in- 
terest. Details of the findings are tabulated 
in the article. 


13. CREDIT—MERCANTILE AND RE- 
TAIL 


13.1 The Drift Toward a Consumer Credit 
Code. (Chicago: Reprinted for pri- 
vate circulation from The University 
of Chicago Law Review, Vol. 16, No. 


4, Summer 1949. 33 pp.) [R.B.] 


Proceeding from a study published in 1944 
by George C. Bogert, F. B. Hubachek has 
reported recent advancement made in bring- 
ing uniformity into small loan codes. The 
substance of the current article, reprinted in 
pamplet form, is expressed in the following 
quotation taken therefrom: 

“This record of recent legislation can be 
summed up in three general propositions: by 
slow and faltering steps society is bringing 
consumer creditors toward a harmonious sys- 
tem of regulation; the strongest emphasis is 
on the maximum charge the creditor will be 
permitted to take; and advancement toward 
a code of regulation has been forced by 
legislative recognition of isolated evils. The 
opinion is added that many additional single 
steps must be taken toward unification of 
the diverse regulatory measures which now 
apply to the different consumer creditors, 
before a scientifically conceived code will 


appear which will have a reasonable chance 
of understanding and adoption.” 


14. RETAILING 


14.1 Who Wears the Pants in Department 
and Specialty Stores? Karl Gersten- 
berg and T. Dart Ellsworth, Fourna] 
of Retailing, Fall, 1949. [w.r.B.] 


To determine the extent to which women 
have been employed as executives by depart. 
ment and specialty stores and the changes 
in their status during the past ten years, the 
New York University School of Retailing 
surveyed by mail institutions in these fields 
of retailing. The questionnaire sought infor- 
mation (for 1939 and 1949) about the sex of 
all executives in the major store divisions, 
sub-classified by specific functions, i.e., 
buyer, merchandise manager, personnel di- 
rector, advertising manager, etc. Returns 
received indicate clearly that in the lower 
levels of management women play an im- 
portant, if not dominant role, particularly 
in merchandising, fashion, personnel, and 
training activities. However, few feminine 
executives are found at top levels, although 
there are some in almost every type of posi- 
tion except that of general manager and 
general merchandise manager. Women, then, 
apparently can perform most executive tasks 
acceptably if given the opportunity. 

It appears, too, that they are being given 
such opportunities with increasing fre- 
quency. In 1939, 41.6 percent of all execu- 
tives were women; by 1949 this figure had 
increased to 43.9 per cent. More revealing, 
perhaps, are the facts that during the same 
period the number of male executives rose 
9 per cent whereas the number of female 
executives climbed 19.4 per cent. A complete 
tabulation of the replies obtained in answer 
to the questionnaire provides a detailed and 
useful picture of the present and past dis- 
tribution of executives by sex in the co- 
operating stores. 


14.2 United States Department of Com- 
merce, Office of Domestic Com- 
merce. Joseph H. Rhoads, Govern- 
ment Information on Retailing. (Gov- 
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ernment Printing Office, 15 cents.) 
[j.R.] 


This booklet is a bibliography of Govern- 
ment publications related to the retail 
trades. It was prepared at the recommenda- 
tion of the Department’s Retail Trade Ad- 
visory Committee. Each publication is 
listed under the head of the Government 
agency producing it and also is indexed by 
type of business and by the operational sub- 
ject with which it deals. Among the latter are 
accounting, advertising, credit, displays, 
financing, merchandising, personnel training, 
and many others. Also listed are sources of 
statistics on production, trade volume, and 
price trends, and helpful information on the 
development of marketing programs. 


17. WHOLESALING 


17.1 United States Department of Com- 
merce, Office of Domestic Com- 
merce. John R. Bromell, Dry Goods 
Wholesalers’ Operations. (Govern- 
ment Printing Office, Washington, 
D. C., 45 cents. [j.R.] 


This study, sponsored by the Wholesale 
Dry Goods Institute, Inc., deals primarily 
with operating procedures and operating 
costs. Its purposes are to describe existing 
operations and give the reader a clear picture 
of how dry goods wholesaling is carried on by 
the majority of the trade; to describe the 
most efficient methods used by the trade; 
and to suggest practices that have been 
successfully used by other wholesale trades 
and that are considered applicable to dry 
goods wholesaling. 


17.2 Joint Marketing Study of Food Brok- 
ers. The Saturday Evening Post and 
The National Food Brokers Associa- 
tion. (Philadelphia: The Curtis Pub. 
Co., Independence Square. 1949. Pp. 
25.) [R.B.] 

This is a study of the functions of the food 
broker and of the role which he plays in 
distribution of packaged foods. It was made 
with a twofold purpose: that individual 
brokers might know how their organization 
and policies compare with food brokers 


across the country and, second, that manu- 
facturers and processors of food products 
may have some guide posts in the prepara- 
tion of suitable material for marketing their 
products. 

Among the important topics discussed are 
the following: the number of full time sales- 
men working out of the broker’s office, the 
percentage of brokers’ business done with 
various types of buyers, useful sales material 
received from manufacturers, services ren- 
dered by the broker, and suggestions on 
advertising. 


18. FEDERAL, STATE, LOCAL REGULA- 
TION 


18.1 Potential Impairment of Competition: 
The Impact of Standard Oil Com- 
pany of California v. United States 
on the Standard of Legality Under 
the Clayton Act. Louis B. Schwartz, 
University of Pennsylouania Law Re- 
view, November, 1949. [0.£.B.] 


The United States Supreme Court last 
year upheld a lower court’s decision that 


outlawed exclusive trading arrangements . 


under which nearly 6,000 retail gasoline 
outlets had agreed to purchase all their 
gasoline (and in some instances all their tires 
and other automobile accessories) from the 
Standard Oil Company of California (337 
U.S. 293). Professor Schwartz, analyzing this 
decision, finds in it important clues to the 
judicial reasoning that underlies recent 
decisions under the antitrust laws. 

The Sherman Act, he says, was greatly 
weakened when the courts held that it out- 
lawed only “unreasonable” restraints of 
trade and “further that a restraint of trade 
was not unreasonable if imposed for recog- 
nized business purposes and without ob- 
viously bad economic consequences.” The 
Clayton Act undertook to strengthen the 
law by specifically forbidding price dis- 
crimination, exclusive dealing, and mergers 
of competing companies through acquisition 
of stock control; by limiting judicial inquiry 
to “effect” while ruling out justification by 
motive or intent; and by making potential 
rather than actual effects the criterion of 
legality. For some years the courts tended to 
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nullify the Clayton Act by reading the rule 
of reason into it; but Professor Schwartz sees 
the California case ‘“‘as the culmination of a 
noticeable recent tendency to reaffirm the 
distinctive standard of the Clayton Act.” 

This case, he says, may be “regarded as 
holding (1) that the inference of adverse 
effect on competition may be drawn from the 
sole circumstance of defendant’s powerful, 
though not monopolistic, position in the 
trade, and (2) that such a defendant cannot 
justify the employment of prima facie 
restrictive devices by evidence purporting to 
show the non-monopolistic effects or the 
business advantages of the practice.” Else- 
where he puts the principle to be drawn from 
the case this way: “Leadership in a line of 
commerce is a sufficient and conclusive bar 
to the employment of the anti-competitive 
devices named in the Clayton Act.” This 
doctrine, he believes, can be applied to 
acquisition of stock control and to price dis- 
crimination as well as to exclusive dealing. 

Professor Schwartz performs a_ useful 
service in sorting out this thread of logic he 
believes the courts to be following as they 
grope their way through a difficult area of 
the law. Economists and businessmen may 
be more concerned than Professor Schwartz 
seems to be over the difficulty of defining 
market leadership or dominance for these 
purposes. They may question the practicabil- 
ity and the wisdom of the principles ex- 
pounded. They must remain grateful to 
Professor Schwartz, however, for the help 
he gives them in understanding what the 
courts are trying to do. 


22. GENERAL MARKET STATISTICS 


22.1 United States Department of Com- 
merce: Office of Domestic Com- 
merce. County Business Patterns— 
Business Establishments, Employ- 
ment, and Taxable Pay Rolls, by 
Industry Groups, First Quarter 1948. 
(Government Printing Office, Wash- 
ington, D. C., 50 reports, prices 15 to 
55 cents each or $10.75 for complete 
set.) [J.R.] 


Present and potential markets for con- 
sumer and industrial goods in continental 


United States, Alaska, and Hawaii are in- 
dicated in a set of §0 statistical reports re. 
cently published by the U. S. Department of 
Commerce. The reports are designed to 
assist marketing executives, sales managers 
and advertising officials in planning and ap. 
praising geographical market potentials, 
setting sales quotas; analyzing individual 
areas; measuring sales effectiveness; locating 
weak and strong territories; and allocating 
advertising expenditures by pointing out 
important areas of business and industrial 
concentration. 

The reports contain aggregate employ- 
ment and pay-roll data for 2,674,931 report- 
ing units, employing a total of 35,627,497 
workers in March 1948, and having taxable 
pay-rolls totaling $23,056,825,000 for the 
period January-March 1948. The firms are 
grouped by State and county under 158 in- 
dustry classifications for 426 counties and 
under 9 major classifications for all counties. 
All business firms having paid employees are 
included. Government, railroads, agricul- 
ture, and a few minor noncovered classifica- 
tions are excluded. Data are included for 
267,020 manufacturing establishments, 
926,528 retailing units, 245,809 wholesale 
units, and 617,818 service units. Data are 
also shown for mining, contract construction, 
public utilities, and finance, insurance and 
real estate. 

The data were compiled by the Bureau of 
Old-Age and Survivors Insurance of the 
Social Security Administration, Federal 
Security Agency, and prepared for publica- 
tion by the Marketing Division of the Office 
of Domestic Commerce. The first compila- 
tion of similar data covered January-March 
1946 and the second covered the same 
period of 1947. The present reports continue 
the series for January—March 1948. 

The set consists of one summary report for 
the United States (including Alaska and 
Hawaii), one report for each of the 48 states 
and one for the District of Columbia, Alaska, 
and Hawaii. 


22.2 A Study of Auto Purchases By Income 
Groups. Hans Zeisel, Sales Manage- 
ment, November 1, 1949. [w.F.B.] 


Dr. Zeisel analyzes in this article facts on 
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automobile buying obtained from the Fed- 
eral Reserve Board’s 1949 Survey of Con- 
sumer Finances and from the Crowell- 
Collier Publishing Company’s Twelfth 
(1948) Automotive Survey. From these data 
he constructs cumulative percentage graphs 
which portray, for specific automobile price 
classes, the distribution of purchases by 
family income levels. The general conclu- 
sions obtained are those that might be ex- 
pected, that the top 20 per cent income 
bracket is responsible for over half of all new 
car purchases and that the lower income 
brackets depend upon the used car market. 
The value of the report, as the author sug- 
gests, lies not so much in these specific con- 
clusions as in the delineation of a method of 
analysis which may be applied to the study 
of the market characteristics of similar 
“considered purchase” products. 


22.3 Market Data for 1950 Planning. Sa/es 
Management, November 10, 1949. 
[w.F.B.] 


In this special issue Sales Management 
makes available several series of data which 
may prove useful in planning market po- 
tentials. Estimates of population as of 
January 1, 1950, and retail sales and buying 
income for 1949 are given for each state, and 
estimates of food sales in 1948 are provided 
for leading wholesale trading areas and cities. 
Also included for the first time since pre-war 
issues is an extensive tabulation of automo- 
tive facts and figures for each state and 
county. The annual issuance of this informa- 
tion is timed to provide a convenient service 
to sales and market research men concerned 
in planning the succeeding year’s sales. 


22.4 State of Ohio, Bureau of Unemploy- 
ment Compensation. (427 Cleveland 
Avenue, Columbus, Ohio.) Ohio Em- 
ployment and Payrolls in 1948, by 
Industry and by County. [0.£.8.] 


A summary of the distribution of the pay- 
roll and the workers covered by the Ohio 
Unemployment Compensation Law, this 
publication covers a payroll of $6,757,024,023 
and an average of 2,216,157 workers. Mr. 
William Papier, Chief of the Division of 
Research and Statistics, offers a set of the 


data to those interested and suggests that 
most states make similar offers. 

On page 3 of the general statement pre- 
ceding the data he conveniently lists the 
addresses of state employment security 
agencies which generally release similar data. 


22.5 An Approach to Order Analysis. Walter 
W. Jacobs and Genevieve B. Winsatt, 
Survey of Current Business, Decem- 
ber, 1949. [J.H.L.] 

An improved series on new and unfilled 
orders for manufacturers has been compiled 
by the Office of Business Economics of the 
Department of Commerce. The new series, 
available monthly back to January 1946, 
is not an index but represents the actual 
dollar volume of new and unfilled orders. 
The new series is more useful in that it is con- 
sistent with the monthly series on manu- 
facturers’ sales. The order data, in their new 
form, are anticipatory statistics of great 
use in forecasting sales. The relationship be- 
tween unfilled orders and future sales varies 
from industry to industry and from one part 


of the business cycle to another, but as the - 


series extends through different phases of the 
cycle the separate relationships should be- 
come identifiable and should provide a 
powerful forecasting tool. 


22.6 Selling the National Market. (Philadel- 
phia 5: The Curtis Publishing Com- 
pany, Independence Square, 1949. 41 
pp.) [R.B.] 


An attractively presented graphic and 
cartographic description of the national 
market, showing where people live and 
where they buy, this study is one of the 
publisher’s services to its customers and their 
advertising agents. It is intended to help 
manufacturers find the profitable families 
and the profitable markets wherever they 
are located, and to this end it will be found 
by many to be a useful marketing tool. 


22.7 J. Walter Thompson Company. (420 
Lexington Avenue, New York.) Mar- 
keting Opportunities, 1950. Arno H. 
Johnson. Pp. 35. [0.£.8.] 


Charts and tables are given showing 
expectations for 1950 real consumer pur- 
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chasing power, real purchasing power per 
capita, surplus income over basic living 
standards, power to buy goods and services, 
consumer debt, and shifts in income dis- 
tribution. Comparisons are made with 1940 
and 1949. 


22.8 Chamber of Commerce of the United 
States. (Washington 6, D. C.) Dis- 
tribution News Letter No. 14. Janu- 
ary 6, 1950. Domestic Distribution 
Department. [0.£.B.] 


This publication gives estimates for 1950 
consumer purchases of house furnishings 
according to family income, family housing 
status, and type of product. Basic data are 
from a variety of sources, especially the con- 
sumer expenditure studies of the Bureau of 
Labor Statistics and the Bureau of Agricul- 
tural Economics. 


22.9 13,549,000 Canadians Will Spend $8 
Billion at Retail in 1949. Printers’ 
Ink, October 28, 1949. [w.F.B.] 


Included in a special section of articles de- 
voted to an analysis of Canada as a market, 
this report presents estimates of Canada’s 
population and total retail sales, the latter 
broken down by political subdivisions and 
by kinds of business. Although the data 
have been assembled from other sources, 
their availability here may be convenient to 
many marketing men. The article also sug- 
gests some Canadian sources of information. 


22.10 A Nationwide Survey of the Tourist 
Market. (Philadelphia 5: The Curtis 
Publishing Company, Independence 
Square, 1949. Pp. 12.) [R.B.] 


A survey designed to show how the vaca- 
tion families of this country travel, where 
they go, what type of accommodations they 
use and how much they spend for trans- 
portation, food, and lodging while on vaca- 
tion travel. 


23. MARKET AREA STUDIES 


23.1 South Bend Tribune. (South Bend, In- 
diana.) Standard Market Data for 
South Bend, Indiana, and the ABC 
Retail Trading Zone. {0.£.8.] 


The ABC Retail Trading Zone includes 
South Bend proper and all or parts of the 
five Indiana and two Michigan counties 
considered by the Audit Bureau of Circula- 
tion to be part of the trading area. Data for 
the area, with a population of 542,000, is 
separated for the city and for the entire 
trading zone. 

Sources used are a Sales Management 
Survey of Buying Power, May, 1949; 
Indiana State Employment Security Divi- 
sions reports; and the U. S. Census of 
Business, 1939. The Census Bureau used two 
of the counties treated here to test and refine 
the questions used in the national census. 
According to the U. S. Department of Com- 
merce these two counties were selected 
because they represent such a true cross- 
section of the nation’s industry, agriculture, 
trade, and the professions. 


23.2 University of Maryland. (College Park, 
Maryland.) “Harford County, Mary- 
land: An Area of Economic Vitality 
and Contrasts.” Volume III, No. 3. 
Studies in Business and Economics. 
December, 1949. [0.£.B.] 


Samples of consumers and business pro- 
prietors were interviewed for data analyzing 
“family incomes, characteristics of families, 
consumer shopping habits and preferences, 
business policies and practices, economic 
barometers, agricultural production and 
marketing population changes in localities, 
and vital statistics.” 

In March the University will publish a 
study of regional economic conditions and 
prospects covering the area from Phila- 
delphia through Baltimore, Washington, and 
Pittsburgh. In June a study will be published 
on the population migrations, dispersion of 
retail trade centers, and building and con- 
struction problems of the Washington D. C. 
metropolitan area and adjacent territory. 


23-3 Capper Publications, Inc. (Topeka, 
Kansas.) Counties of the United 
States Classified by Farm Income 
Quality Groups. [0.£.B.] 


This publication contains maps showing 
the wealthy farm counties of the United 


Th 
Sta 
wit 
wh 
th: 
in 
va 
ho 
U. 
| au 
a 
el 
fi 
P 
i! 
r 

3 


THE JOURNAL OF MARKETING 


749 


States based on data provided by the 1945 
U. S. Census of Agriculture. It is concerned 
with the number of farms in each county 
which have incomes above $3,000, rather 
than with the average income of the farms 
in each county. “Income” is defined as the 
value of farm products sold or used by farm 
households in the year 1944, as shown by the 
U. S. Census of Agriculture. The number of 
automobiles, trucks, and tractors owned on 
these farms is included. 


23.4 City Markets—Pittsburgh. (Philadel- 
phia 5: The Curtis Publishing Com- 
pany, Independence Square, 1949. 4 
pp. including map.) 


This study of Pittsburgh shows the differ- 
ences which exist in the value of various 
neighborhoods as markets for a manu- 
facturer’s, distributor’s, or local retailer’s 
products in a large city. The map included 
shows the Pittsburgh city market divided 
into four economic areas, each with an equal 
number of families. 


23.5 Where Farmers Go To Buy. (Philadel- 
phia 5: The Curtis Publishing Com- 
pany, Independence Square, 1949. 
Pp. 18.) [R.B.] 


This study was made to learn about the 
shopping habits of a small group of Country 
Gentleman farm families—how far they 
travel and to what towns they go to purchase 
selected items. The study was conducted 
among Country Gentleman subscribers served 
by R.D. 2 of the Urbana (Ohio) post office. 
The items covered in the study were gro- 
ceries, drug store products, women’s best 
dresses and coats, carpets and draperies, bed 
spreads, furniture, linoleum, refrigerators, 
radios, and farm machinery. 


24. RESEARCH TECHNIQUE 


24.1 The New Way to Sample the U. S. A. 
(Philadelphia 2: National Analysts, 
Inc., 1425 Chestnut Street, 1949. 12 

pp. [R.B.] 
This is a newspaperman’s review of the 
method of area probability sampling de- 
veloped by the National Analysts, Inc., in 


contrast with the’ quota sample. This new 
method is one based upon the assumption 
that all people who will ever be surveyed 
occupy a place in time and space. With the 
total ground area to be covered divided so 
that every individual therein has an equal 
chance of being surveyed, a choice of areas 
is then made by random sampling and the 
households to be interviewed within the 
area are determined by chance and chance 
alone. Once a specific subject is selected for 
interview, no other one can be substituted 
by the interviewer and every effort is made 
to obtain all the information sought from 
him. One of the advantages claimed for this 
method, which has been used satisfactorily 
by the government for pre-harvest estimat- 
ing of crop production and quality, and by 
the developer in predicting Greek elections, 
is that an error latent in an area probability 
sample can be computed mathematically 
from the sample itself, rather than from a 
later comparison of the prediction with the 
actuality. 


24.2 Sampling. Frederick F. Stephan, The 
American Fournal of Sociology, Janu- 


ary, 1950. [J.H.L.] 


There are two sampling procedures avail- 
able to the person ignorant of sampling 
theory. The first involves the selection of a 
sample which seems to be similar to the 
larger group from which it is drawn, the 
checking of the similarity by all convenient 
data (validation), and the using of the re- 
sults with the caution that should attend the 
recognition of the possibility of large errors. 
The second procedure approaches probabil- 
ity sampling. The population is precisely 
defined, a list is secured or if that is im- 
possible the population is divided into small 
groups by location or some other factor, 
elements or groups are selected at random, 
information is sought from all elements so 
selected, an estimate of the accuracy is made 
on the basis of variation in the sample (sta- 
tistical theory can provide a bench mark), 
the procedure is reported to allow independ- 
ent estimates of the sample. The major 

‘ technical problems are (1) the specification 
of the purpose of the survey, the population, 
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the variables to be sampled, the accuracy 
required, the resources available, (2) the 
design of an efficient sample and the plans 
for administering the survey, (3) the deter- 
mination of the costs of alternative designs, 
(4) the determination of the accuracy of 
survey results, (5) the implementation of the 
proposed design, and (6) the presentation 
and application of the results. 


24.3 Bias in Mail Surveys Cannot Be Con- 
trolled by One Mailing. Robert N. 
Ford and Hans Zeisel, Public Opinion 
Quarterly, Fall, 1949. [j.H.L.] 


Returns from a mail survey can be used 
with confidence only if it can be established 
that the completed questionnaires are an 
unbiased sub-sample of the total sample 
originally selected. It has been proposed 
(Robert Ferber, “The Problem of Bias in 
Mail Returns: A Solution,” Public Opinion 
Quarterly, v. 12, No. 4), that the presence of 
bias in the sub-sample could be detected by 
testing for randomness the groupings of 
responses in the first wave by the order of 
their return. This process would reveal bias 
only if (1) those who failed to return ques- 
tionnaires were usually more like the re- 
spondents who made late returns than those 
who made early returns and (2) the statisti- 
cal test used was sensitive enough to reveal 
biases of the order of magnitude ordinarily 
encountered. A consideration of three sur- 
veys in which follow-ups were used failed to 
indicate that either of these conditions was 
fulfilled. The persons making late returns in 
the first wave were less like respondents in 
the second and third waves than were per- 
sons making early returns in the first wave. 
Further, the proposed “runs” test failed to 
reveal biases that were known to exist. The 
evidence thus indicates analyses of a single 
wave of returns are inadequate to reveal 
that the returns are a biased sub-sample of 
the total sample. 


24.4 Some Observations on Study Design. 
Samuel A. Stouffer, The American 
Fournal of Sociology, January, 1950. 
[j.H.L.] 


An ideal experiment, in social research or 


elsewhere, involves a comparison between 
the change in an experimental group after 
subjecting it to a stimulus and the change in 
a control group which was not subjected to 
the stimulus. Too much social research bases 
conclusions on inadequate experiments. It is 
usually necessary to measure both groups at 
two points in time (before and after the 
stimulus). Occasionally, one or more of these 
measurements can be omitted, if there is 
some sound basis for estimation. 


24.5 Possibilities and Problems of Group 
Interviewing. Mark Abrams, Pud/ic 
Opinion Quarterly, Fall, 1949. [j.H.1.] 


Group discussion is stimulating to the 
participant and often brings to light points 
of view that would either be forgotten or 
repressed in more formal, brief, and personal 
interviews. Further, the ambiguity of state- 
ments either by the investigator or re- 
spondents can often be lessened through 
analysis of the verbatim recording of inter- 
changes in the group discussion. The main 
difficulties lie in attempts to analyze quanti- 
tatively such recordings and in getting 
samples of respondents that permit gen- 
eralization. The former difficulty can be 
lessened by asking direct questions at the 
end of the discussion. About eleven persons 
seemed to be the best number for stimulating 
active participation by all members of the 
group. Investigators guided the discussion 
on the basis of a rehearsal in which many of 
the difficulties and ambiguities arose and in 
which solutions could be considered. The 
attention of participants was focused on the 
main issues by asking them direct questions 
at the beginning of the discussion. 


24.6 Characteristics of Hard-to-Reach In- 
dividuals in Field Surveys. George A. 
Lundberg and Otto V. Larsen, Pudlic 
Opinion Quarterly, Fall, 1949. [j.H.L.] 


A sociological study in a small Washington 
community failed to reveal evidence of 
marked differences between interviews that 
were completed easily and early and those 
that were completed later and with diffi- 
culty. About half the pre-selected sample 
was interviewed before the intensive follow- 
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up. The follow-up accounted for about only 
28 per cent of the remainder. The large num- 
ber of uncompleted interviews makes any 
conclusions tentative and indicates the need 
for further work to ascertain the charac- 
teristics of the inaccessible respondents. 


24.7 Refusal Rates and Interviewer Qual- 
ity. Herbert G. Heneman, Jr. and 
Donald G. Paterson, International 
Fournal of Opinion and Attitude Re- 
search, Fall, 1949. [J.H.L.] 


Releases by the NORC and others indicate 
that refusal rates on surveys usually are 
about 10 per cent and frequently are from 15 
to 18 per cent. The Industrial Relations 
Center of the University of Minnesota in a 
survey in St. Paul encountered a non- 
completion rate of 17.6 per cent in the pre- 
test. The field staff was then reorganized and 
given intensive training for two months. 
After this training and during the first 
month of the survey, the total non-comple- 
tion rate was 2.8 per cent. The rate declined 
steadily and at the end of the survey, eight 
months later, the non-completion rate was 
only 0.8 per cent. The decline was attributed 
to the training and increasing experience of 


the staff. 


24.8 How to Measure a Product’s Accept- 
ance. Daniel Starch, Advertising 
Agency, November, 1949. [W.F.B.] 


Before consumers actually buy a brand 
they must “accept” it. Such acceptance, 
according to Dr. Starch, depends upon 
consumers’ knowledge of the product, their 
opinions as to its merit, and their willingness 
to buy it. To determine these influences on 
acceptance three questions have been asked 
at the conclusion of each interview in the 
Starch readership studies of Life magazine: 
1. Have you heard of Product X? 2. If “Yes,” 
how good is it? Is it as good as the best, 
second best, third best, or don’t know? 3. If 
you needed this kind of product would you 
buy Product X? These questions were sup- 
plemented by a fourth, inserted for purposes 
of further analysis: “Do you now own or use 
Product X?” On the basis of over 50,000 
interviews made since July, 1946, and 


covering a wide variety of durable goods, 
charts have been prepared showing changes 
in the three factors for individual brands. In 
addition, the three elements have been 
averaged to provide a “‘Product Acceptance 
Index.” By comparing Product Acceptance 
curves for competing brands and studying 
changes over periods of time, Dr. Starch 
believes that the nature and causes of shifts 
in market position may be ascertained. To 
substantiate this view he describes a number 
of very interesting case histories. 


24.9 Degrees of Freedom in Opinion Re- 
search. Lester Guest, International 
Journal of Opinion and Attitude Re- 
search, Fall, 1949. [J.H.L.] 


Market research frequently explores rela- 
tionships between qualitative variables. The 
Chi Square technique is useful for appraising 
the statistical significance of observed re- 
lationships. In order to use this technique, it 
is necessary to determine the number of 
degrees of freedom for data arranged in the 
form of a contingency table. If both the row 
and column totals are fixed, the appropriate 
formula for determining the number of de- 
grees of freedom is (c—1)(r—1), where 
¢=the number of columns and r the number 
of rows. When neither column nor row totals 
are fixed—as is often true in studying “‘yes,” 
“no,” “I don’t know” answers to two 
questions—, the appropriate formula is 
(N’—1), where N’=the number of cells. 
When only column (row) totals are fixed, the 
appropriate formula is N’—c(N’—r). 


24.10 Dealers Tell How to Get More Out of 
Coupon Campaigns. Robert W. 
Mueller, Printers’ Ink, November 
25, 1949. [wW.F.B.] 


Giving the consumer a coupon she may 
apply on the purchase price of a product has 
been an established brand promotional tech- 
nique for many years. Its use, however, often 
has created dealer ill-will because of the 
burdens it places upon him. To discover the 
opinions of dealers about the device the 
Progressive Grocer has conducted a mail 
questionnaire study directed toward large 
grocery stores throughout the country. Over 
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650 usable replies were received. In general 
grocers seem to approve the use of coupons 
if certain precautions are observed by the 
manufacturer. Of particular concern to them 
are the matters of prompt and convenient 
redemption of coupons, payment for their 
handling, and proper form in their design. 
Grocers also have opinions about the best 
way to distribute coupons (direct mail is 
greatly favored), the effect on store traffic 
(coupons are credited with aiding sales), and 
the desirability of setting an expiration date 
(the majority approve of this practice). In 
view of the resentment among retailers that a 
coupon campaign can engender, the manu- 
facturer who plans to employ the method 
can hardly afford to ignore the danger signals 
posted by this study. 


24.11 Two Years of the Fortune Consumer 
Outlook. Louis Harris and Elmo 
Roper, Public Opinion Quarterly, 
Fall, 1949. [J.H.L.] 

In September 1947 and twice subse- 
quently the Fortune Consumer Outlook has 
been published in an attempt to provide an 
empirical basis for generalizations concern- 
ing consumer reactions to changes in eco- 
nomic variables such as current and expected 
income, current and expected prices, liquid 
assets, purchases of durables, etc. The small 
number of observations precludes the making 
of confident generalizations concerning the 
impact on consumer psychology of changing 
economic events. The results have been 
‘suggestive, and the studies should in future 
years provide valuable data upon which to 
base forecasts of market behavior and to 
construct a more realistic economic theory. 


24.12 Forecasting Sales. T. G. MacGowan, 
Harvard Business Review, Novem- 
ber, 1949. [J.H.L.] 

The experience of forecasters of general 
business conditions since the war indicates 
the frequently serious deficiencies of at- 
tempting to forecast gross national product 
directly through models of macroeconomic 
variables, through extrapolation of trends or 
cycles of time series, or through reasoning by 
historical analogy. The most successful fore- 


casters have made separate forecasts by in- 
dustries or by communities and have ag- 
gregated these separate forecasts to achieve 
a national total. Large corporations can 
easily adopt the  industry-by-industry 
method. First estimates of sales of “‘end- 
product” industries should be made by 
reference to informed men in these industries. 
Next estimates of activity in the service in- 
dustries and of the magnitude of private con- 
struction and government expenditures must 
be made. A combination of these separate 
estimates yields an estimate of gross national 
product. Small and medium sized business 
should use a less elaborate process, deriving 
their estimates from an intelligent, qualita- 
tive appraisal of the relevant information 
available through the publications of the 
Department of Commerce and the Federal 
Reserve Board and the good commercial and 
financial papers. This appraisal should be 
made in the realization that (1) demand (2) 
buying power (3) confidence (4) prices and 
(5) supply determine business activity. Sales 
for the individual company cah be made by 
considering the historical relationship of in- 
dustry sales to some external variables such 
as the number of automobiles operating, 
wired homes, etc. The company’s position 
within the industry can be forecast by “going 
on from” the views of salesmen and sales 
managers. 


26. MISCELLANEOUS 


26.1 United States Department of Com- 
merce, Office of Domestic Com- 
merce. National Associations of the 
United States (Available in February 
1950). [j.R.] 

A handbook and directory listing 4,000 
national trade, professional and other types 
of nonprofit organizations in the United 
States. Gives name, address, chief executive, 
approximate membership, size of staff and 
other pertinent details regarding the or- 
ganizations listed. 


26.2 University of California. (Berkeley 4, 
California.) announces that the fol- 
lowing research studies are in prog- 
ress: 
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“Pricing Under Inelastic Demand,” by 
Werner Z. Hirsch. 

“Appropriation Policy and the Planning 
of Advertising Expenditures,” by Roy W. 
Jastram. Manuscript completed. 

“A Comprehensive Classified Marketing 
Bibliography,” by David A. Revzan. Com- 
pletion, Spring, 1950. 

“The Analysis of Marketing Policies and 
Problems,” by David A. Revzan. Comple- 
tion scheduled for 1950. 


26.3 United States Department of Com- 
merce, Office of Domestic Com- 
merce. Available Patents—Plastic 
Products and Processes. (Government 
Printing Office, Washington, D. C., 
25 cents.) [J.R.] 


This 76-page booklet, the third in a new 
product opportunity series, provides ideas 
for new or additional plastic products in some 
21 product fields. Items listed are taken from 
the Register of Patents Available for Licens- 
ing or Sale, maintained by the Patent Office. 
The publication was prepared by the 
Marketing Division, Office of Domestic 
Commerce, in cooperation with the Patent 
Office. 


26.4 A Tool for Evaluating Company Com- 
munity Relations. Walter G. Barlow 
and Stanley L. Payne, Pudlic Opin- 
ion Quarterly, Fall, 1949. [j.H.t.] 


Persons tend to express favorable rather 
than unfavorable opinions on issues of slight 
importance. Further, people are more willing 
to express opinions on subjects which are 
relatively familiar than on others. These two 


tendencies produce an “‘aura” effect which 
causes companies that are relatively well- 
known to receive relatively favorable ex- 
pressions of opinion. Adjustments should 
therefore be made to allow for the effect of 
relatively great or slight familiarity. This 
can be done by standardizing statements of 
preference either in terms of size (usually 
highly correlated with familiarity and meas- 
ured by number of employees) or by the 
“familiarity level” (determined by question- 
ing respondents). Thus, a company which 
was best known by 60 per cent of the re- 
spondents would be considered to have good 
community relations (relative to other 
companies of the same type and in the same 
community) only if over 60 per cent of the 
respondents considered the company ‘“‘best”’ 
with regard to the attributes under investiga- 
tion. 


26.5 Why Do Businesses Fail? Griffith M. 
Jones, Dun’s Review, December, 


1949. [w.F.B.] 


The first in a new series of quarterly re- 
ports on causes of business failures, this 
short article explains the classification sys- 
tem employed in the studies to indicate the 
reasons for failures and briefly defines some 
of the definitions used. The conclusion is 
drawn from an analysis of the data presented 
(covering the third quarter of 1949) that go 
per cent of current failures arise from in- 
efficient management. This factor, and the 
other major influences identified—neglect, 
fraud, and disaster—are subdivided to show 
more specifically how or why each basic 
cause may appear in particular situations. 
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MarketTinG, Revised, by Raiph S. Alex- 
ander, Frank M. Surface, and Wroe 
Alderson. (Boston: Ginn and Company, 
1949. Pp. 840. No price given.) 


This revised edition of a popular market- 
ing text was prepared by three of the original 
authors. Mr. Robert F. Elder was unable to 
revise his original contribution to the book. 
Professor Alexander was largely responsible 
for the preparation of the manuscript. As a 
result, in spite of multiple authorship, the 
material is well integrated, duplication has 
been avoided, and the style is good. 

Although some changes have been made 
in the emphasis given to a few topics, the 
revised edition follows the outline used in 
the original book and is divided into five 
sections. In Part One dealing with ‘‘The 
Work of Marketing,” two major changes 
have been made. The Chapter on mer- 
chandising has been transferred quite logi- 
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cally to Part Three where it is considered 
with other more closely related topics on 
marketing management. A much briefer con- 
sideration is given to an introductory discus- 
sion of the major marketing functions. 

Part Two contains eight chapters on 
“Business Establishments Which Do the 
Work of Marketing.” Revisions of chapters 
on the various middlemen are made more 
current by the inclusion of more up-to-date 
statistics regarding the importance and 
operating characteristics of the establish- 
ments discussed. The chapter entitled, 
“Elements of Competitive Efficiency in Re- 
tailing” is well done and a distinct contribu- 
tion to the field. 

As compared with most other basic texts 
little emphasis is placed on a discussion of 
the voluntary chain from the retailers’ point 
of view. 

Part Three on “Problems of Marketing 
Management” contains nine chapters deal- 
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ing with the managerial approach to the 
study of marketing. Professor Alexander 
states in the preface that greater emphasis 
has been placed on the managerial approach 
than in the first volume. As a result, a chap- 
ter on the control of inventory and buying 
functions as well as the chapter on mer- 
chandising are added to this important 
section of the book. Other subjects treated in 
this part are: Choice of distribution channels, 
competition, problems of price policy, selling 
and advertising, physical supply, marketing 
finance, and marketing risk. 

By confining the section on marketing 
finance to a discussion of consumer and 
mercantile credit, the authors avoid the 
rather broad and confusing brief discussions 
of all aspects of finance found in many other 
beginning marketing texts. As a whole the 
various subjects dealt with in this part of the 
book are adequately treated. Some market- 
ing teachers, however, may feel that a few of 
the rather technical topics such as inventory 
might be left to more advanced courses. 

Part Four on “Planning Marketing Activ- 
ities” has been somewhat telescoped by 
combining into one chapter the discussion of 
planning and budgeting in marketing. In this 
section chapters are included on the analysis 
of distribution costs, research in marketing, 
and market-planning as affected by external 
forces. The material on distribution costs 
and research in marketing are especially well 
done. 

Part Five is called “The Consumer’s Stake 
in the Marketing System.” This section 
contains but one chapter; less consideration 
is given this topic than in most basic texts. 

Following Part Five are about 60 pages of 
questions, problems and brief exercises listed 
by chapters designed to test the student’s 
understanding of the material covered. An 
excellent bibliography. is included with com- 
prehensive references listed for the topics 
covered in each chapter. 

While in general the format of the book is 
excellent, some of the typewritten tables 
have been so reduced in size that they are 
difficult to read. 

This book covers from an executive’s view- 
point all the important subjects generally 


covered in a beginning text book. In the re- 
viewer’s opinion it provides an especially 
fine text for courses offered to mature stu- 
dents or for institutions offering but one 
comprehensive course in marketing. 

Louis C. WAGNER 
University of Washington 


Tue SouTHERN Country Store 1800-1860 
by Lewis Atherton. (Baton Rouge, La.: 
Louisiana State University Press, 1949. 
Pp. 227. $3.50.) 

It is probably a most happy circumstance 
when a scholar from one field of learning 
finds something of interest in another not 
too closely related area, and brings to the 
examination of it the techniques and dis- 
ciplines of his own province. In the volume 
under review an historian delves into the 
field of Marketing to discover the origin and 
development of country retailers in the ante- 
bellum South. Relying for source material 
on a considerable mass of documents of the 
period consisting of newspapers, letters, re- 
tailers’ books of account, magazines, and 
other publications, the author has pieced. 
together a story of the Southern economic 
frontier from the time of its inception until 
the Civil War that it is not only logical in its 
unfolding but a fascinating tale as well. 

The book consists of eight chapters and 
starts by portraying the nature of Southern 
economic society and its marketing needs, 
shows the reasons why this section became 
mainly an agrarian area and traces the de- 
velopment of the two major groups of 
farmers, the large-scale planters and the 
small farmers. It then shows how the factor 
arose to handle the marketing problems of 
the planters, while the local country store 
performed the same functions for the small 
farmers. The country store is discussed in its 
tripartite role of source of foods, marketing 
agent for farm crops, and source of credit for 
the small farmers. Particular emphasis is 
placed on the fact that all three of these 
activities were evolved in response to the 
peculiar economic needs of the rural South. 
The farmers needed goods of many kinds, 
they required a credit extension of a year or 
more because of the nature of the crops which 
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they raised, and, because of the perennial 
shortage of cash, they were obliged to settle 
their accounts through the proffering of the 
products of their farms to the storekeepers. 
A contributing factor to this last condition 
was that each farmer’s crop was too small to 
be sold through the factors of the seacoast 
cities and he was forced, therefore, to look to 
the local merchant for the disposal of the 
products of his year’s labors. It is interesting 
to note that the merchant, through his as- 
sembling of a large number of these small 
crop increments, could accumulate large 
enough shipments to be handled by the 
factors. 

The detail with which these circumstances 
are portrayed builds up a living picture of 
these early merchants, their methods of 
doing business, and, in many instances, of 
their personalities. The book closes with an 
interesting discussion of the economic prac- 
tices of the storekeepers, the form of business 
organization used and the ways in which 
they met many of the unique and burden- 
some problems that fell to their lot. A final 
chapter sets forth the place of the store- 
keeper in Southern society and indicates 
that, as a general rule, he was quite highly 
regarded in his own community. 

The work is profusely documented with 
footnotes, many of which give interesting 
sidelights on the material in the text. An 
alphabetically arranged bibliography is pro- 
vided at the end of the book, as is also an 
index. For teachers of Marketing and others 
desirous of delving into the historical aspects 
of our retail institutions this book will pro- 
vide material that is not only informative 
but most pleasantly presented. We could do 
with many more such researches into the past 
of the field of Marketing. 

Haroip A. BAKER 
Fohn Carroll University 


CREDITS AND COLLECTIONS IN THEORY AND 
Practice by Theodore N. Beckman and 
Robert Bartels. (New York: McGraw-Hill 
Book Company, Inc., Fifth edition, 1949. 
Pp. xvi, 800. $6.00.) 


This fifth edition of Professor Beckman’s 
widely used book carries for the first time 
the name of a co-author, Professor Bartels. 
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It also has about 180 more pages of text than 
the fourth edition and thus continues the 
rapid expansion in bulk that has charac. 
terized successive revisions. The first edition, 
published in 1924, ran to 449 pages of text; 
the present edition has 786 somewhat larger 
pages. On a rough estimate, the number of 
words offered the reader has increased over 
the years by a little more than 100 per cent. 

Although a good many sentences and a 
few longer passages have survived verbatim 
from the earliest edition, the book has de- 
veloped into something quite different from 
what it was when it started. This is true 
not only because most of it has been thor- 
oughly rewritten (the surviving fragments 
being worked into new settings), but also, 
and more important, because most of the 
additional wordage has been allotted to 
topics covered very briefly at the outset or 
not at all. As new interests in credit have 
developed among students and practitioners, 
and as new data have become available, the 
book’s center of emphasis has shifted. In 
particular, the space given to consumer 
credit has grown from one to eight chapters, 
much more emphasis has been put upon the 
significance of credit in the general economy, 
statistical materials have been expanded, and 
appropriate attention has been given to such 
important contemporary developments as 
the amendment of the bankruptcy laws and 
wartime experiments in the Federal control 
of consumer credit. 

The result is a well-written, comprehensive 
treatise in which three sections discuss, re- 
spectively, the management of consumer 
credit, the management of mercantile credit 
and the management of collections. Two 
shorter sections consider some of the social 
and economic problems raised by credit and 
a miscellaneous group of topics that refused 
to fit comfortably into any of the three main 
sections. Almost any aspect of credit about 
which one is likely to want information 
comes up for discussion somewhere. 

The very comprehensiveness of the book 
will create problems for any teacher who 
wants to use it as a text. As so often happens 
with technical books, the authors have 
found themselves torn between writing a 
handbook, whose objective must be to 
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achieve completeness, and writing a text- 
book, whose objective must be to provide 
teachable materials for courses organized 
within bounds set by fairly rigid academic 
conventions. For the moment, the present 
reviewer feels, the handbook has won. Teach- 
ers who have been using the book as a text 
may thus have to revise their balance be- 
tween text and collateral readings, or change 
their ideas as to what constitutes a workable 
reading assignment to accompany each hour 
of discussion in the classroom, or increase 
the number of semester hours given to the 
course, or assign a selection of chapters 
rather than the entire book. 

Because of the nature of the book, a crit- 
ical analysis of its ideas is impossible in the 
space here available. The bulk of its material 
is factual, informative, and noncontroversial. 
One may take it for granted, however, that 
each reader will find some points at which 
he will register minor (if not major) dissents. 
For example, the present reviewer is not 
wholly convinced that anything is gained 
by holding (on p. 96) to the hoary dictum 
that credit is based upon the “three (or four) 
C’s.” (The book under review has varied 
the number of C’s from edition to edition 
and also has changed the specific terms 
denominated by the letters.) As another 
example, the reviewer feels that the discus- 
sion of ways of computing credit service 
changes on instalment contracts as rates of 
“true” interest (on pp. 148-155) does not 
come to grips with all the issues involved. 
(The authors, it may be noted, have called 
his attention to a number of confusing proof 
errors that have crept into the illustrations 
on these pages.) 

Such possibilities for argument between 
teacher and textbook are not necessarily 
undesirable, since students benefit from 
being persuaded to tead critically. This is 
true particularly when the book as a whole 
is, like this one, a workmanlike product for 
which they can have a genuine respect and 
from which they can derive substantial bene- 


fit. 
Reavis Cox 
University of Pennsyloania 


Cases 1n Crepits AND CoLLections by 
Theodore N. Beckman and Schuyler F. 


Otteson. (New York: McGraw-Hill Book 

Company, 1949. Pp. 369. $4.50.) 

In the literature of credits and collections 
the name of Theodore N. Beckman is as well 
known as that of any author. In 1924 his 
first book Credits and Collections appeared 
and since that time he has authored or co- 
authored numerous other books in this field, 
lectured extensively, and has rendered pro- 
fessional counsel to many concerns. 

This latest book, Cases in Credits and Col- 
lections, coauthored with Schuyler F. Otte- 
son, presents an interesting collection of 
sixty case histories. While the authors have 
divided their book into ten parts, basically 
the volume is divided into three sections: (1) 
the place, organization, and functioning of 
a credit department (four case studies), (2) 
consumer and mercantile credit granted by 
financial institutions (thirty-six cases), (3) 
collections by regular and special methods 
(twenty cases). 

In the first section the organization, func- 
tions, division of labor and demand for 
efficiency on the part of the credit depart- 
ment are well depicted. The four case studies 
are interesting, illustrative, and conclusive. 
The managerial aspects are well developed, 
and all of these cases could be studied prof- 
itably, not only by credit executives, but by 
all groups of executives. 

Section Two is concerned with (1) con- 
sumer credit encompassing charge accounts 
and installment credit and installment loans, 
(2) mercantile credit, and (3) limits of con- 
sumer and mercantile credit. Most of these 
cases are worthy of inclusion; but in several 
instances it appears that the authors, in 
their efforts to be all inclusive, have pre- 
sented some cases in which the variations in 
detail rather than in principles determined 
their inclusion, resulting in what might be 
regarded as needless duplication. 

The cases devoted to the use and inter- 
pretation of financial statements are worthy 
of commendation. Character, capacity, his- 
torical perspective, and hidden support of 
the off-the-record type, i.e., unofficial sup- 
port by relatives, friends and business asso- 
ciates which often supplement the credit 
worthiness of an individual so as to make him 


a desirable credit risk even though the finan- 
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cial statement in itself fails to justify the 
granting of credit are all evaluated. 

The cases presented in Section Three re- 
lating to collections are well selected and 
illustrative of practically all procedures 
which might be used in collection of past-due 
accounts. To grant credit is one thing; to 
collect from a delinquent customer who 
may be (1) dissatisfied, (2) honest but a poor 
manager, (3) dishonest, or (4) financially em- 
barrassed because of internal business weak- 
ness or external factors beyond his con- 
trol is another matter. The cases present 
friendly compromises, bartering arrange- 
ments, friendly liquidations, and collections 
through receivership and bankruptcy. 

The reviewer believes the authors made 
one serious error—that of not stating the 
year in which the decisions were made. Ex- 
ternal factors cannot be neglected in the 
granting of credit. If business, production, 
and employment are declining, decisions will 
be different from those if business is on the 
ascendancy. Credit decisions are not made in 
a vacuum; they are seriously affected by the 
optimism or pessimism that manifests itself 
in the market place. A review of the credit 
application dated February 1949 as com- 
pared with one dated January 190 illus- 
trates the basis of this criticism. This kind of 
omission, it seems to the reviewer, lessens 
the strength of a good book and detracts 
from one of the greatest values of a case 
book—its tangible character and its realism. 

As a college text it would serve admirably 
for an advanced course in Credits and Col- 
lections. The case histories are in most in- 
stances complete, and the logical develop- 
ment of the reasons which are recorded as 
the basis for the credit man’s decision clearly 
indicates to the student the steps which 
the experienced credit manager takes in 
arriving at his decision. This case book could 
also be used concurrently with a textbook to 
illustrate practical application. The practic- 
ing credit man, be he a junior or senior 
executive, will endorse the book for its 
realistic character and will find it a desirable 
addition to his library. 

Tueopore H, Smitu 
Montana State University 


ApveErTIsING CopywriTInc by Philip Ward 
Burton, Bowman Kreer, and John B, 
Gray, Jr., Foreword by Walter Weir, 
(New York; Prentice-Hall, Incorporated, 
1949. Pp. 521. $5.75.) 

This well-written book is intended for 
the college student of advertising and for the 
person employed in a non-advertising posi- 
tion who is considering a switch to advertis- 
ing. Although the authors state their work 
“is not aimed primarily at the experienced 
copywriter,” the text certainly contains 
many ideas and useful information that 
would take extensive experience to accumu- 
late. Since all fields related to copywriting 
are thoroughly covered, the volume may 
well be recommended for the individual al- 
ready launched on a copywriting career, in 
spite of the authors’ modest claim, as well as 
for the other two groups mentioned. 

The authors begin with an orientation of 
copywriting, being careful to deflate some 
of the glamorous visions of the job often 
entertained by students inexperienced in the 
field. Loss of parenthood—a frequent source 
of disillusionment—is aptly stated as follows: 
“Copywriters are anonymous.” Naturally 
the authors admit many advantages of the 
profession: some top agency chiefs receive 
huge salaries. 

Opinions concerning requirements for suc- 
cess are presented from media directors, com- 
pany and department store advertising 
managers, and advertising agency officials. 
The authors list nearly two pages of ad- 
vertising authorities who were consulted and 
who contributed to various specialized topics 
in the text. Possibly this accounts for the 
impression a reader forms as to the wide 
range of experience in so many divisions of 
advertising reflected in the text presentation. 

Two chapters are devoted to describing 
various kinds of copywriting positions, the 
duties of each, and usual channels of entry. 
The coverage is straightforward, complete, 
and concise. The natural advantages women 
have in this work are well presented. 

Text descriptions are amply supported by 
illustrations and concrete examples drawn 
from the work of successful advertisers. This 
adds interest and clarity to the authors’ easy- 
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to-read style. Tabulations of survey results 
are kept to a minimum but included where 
needed. 

One chapter each is given to retail copy, 
fashion copy, mail-order selling, direct-mail 
or “remote control” selling, business-paper 
advertising, outdoor, and television; with 
two chapters devoted to writing for the ear. 
Many interesting developments in and pos- 
sibilities of TV are considered. Copy research 
and the law on advertising copy are well 
handled in one chapter each. Six chapters 
distributed over the usual divisions of copy, 
text, headlines, and classifications of styles 
and procedures, make up the balance of the 
book. 

In your reviewer’s opinion this is the best 
book published on the subject, and is recom- 
mended as a basic text for courses in copy- 
writing, for collateral reading in the general 
advertising course, and for employed persons 
interested in advertising. 

Pearce C, KELLEY 
University of Mississippi 


SrupiEs IN Income AND WEA TH, Vol. XI, 
Conference on Research on Income and 
Wealth. (New York: National Bureau of 
Economic Research, 1949. Pp. 450. $6.00.) 


This book consists of several papers which 
consider topics related to the general problem 
of measurement of national income and 
wealth. It is divided into five parts. Part I, 
153 pages, contains a discussion of the chang- 
ing industrial distribution of gainful workers 
and the composition of manpower. In Part 
II, 65 pages, farm and urban purchasing 
power are analyzed. A discussion of inter- 
national comparison of real income com- 
prises Part III, 43 pages. In Part IV is a 96 
page review of economic forecast for the 
transition period following World War II, 
and Part V, 74 pages, contains a discussion 
of the fluctuations in the savings-income 
ratio. 

Two papers are presented in Part I, each 
concerned with the general problem of the 
industrial composition of manpower from 
1820-1940. In the first, Solomon Fabricant, 
after analyzing the schedules, enumerators, 
tabulation and coding instructions, data 


available from the decennial Censuses of 
Occupations 1820-1940, and the studies by 
P. K. Whelpton, A. M. Edwards, and Daniel 
Carson, concludes with a series of critical 
observations. First, much variation has 
existed among the classifications anticipated 
in the questionnaires at different census 
periods. Partial listing of occupations (584 in 
1860, 218 in 1890, 450 in 1940) and varying 
listings of industries (3 in 1820, 7 in 1840, and 
132 in 1940) with many others of lesser sig- 
nificance are illustrative. Accordingly, exten- 
sion of recent classifications into the past 
imposes assumptions and generalizations 
not anticipated by the original censuses, 
which introduce unreliability of sizeable sig- 
nificance. Second, the definition of gainful 
workers has varied. Part-time workers, young 
people attending school and working during 
vacations, inexperienced persons seeking 
their first jobs, inmates of penal and ele- 
emosynary institutions, and retired persons 
have been treated with inconsistent varia- 
tion. Third, varying periods at which cen- 
suses have been taken introduce seasonal 
and cyclical variations in the data. The data 
for certain industries and occupations of 
a highly seasonal or cyclical nature are 
uniquely subject to absentee conditions at 
enumeration periods which introduce irregu- 
larities. Fourth, in many cases respondents 
are unable to state the industry with which 
they are connected, especially in the case of 
employees in multi-functional establish- 
ments. Some retailing, wholesaling, and man- 
ufacturing industries are uniquely suscepti- 
ble. Finally, Mr. Fabricant disagrees with 
Carson and others and argues that educa- 
tional workers and students should be in- 
cluded in the gainfully employed. He holds 
that education is a productive industry, and 
that students and educational workers are a 
special case of capital formation and invest- 
ment. 

In Part II Nathan Koffsky compares farm 
and urban purchasing power, with Mar- 
garet G. Reid, D. Gale Johnson, and E. H. 
Grove making critical comments. Mr. Koff- 
sky prefaces his remarks by observing that 
the recent emphasis on income parity for 
farm population imposes an obligation to 
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measure the purchasing power at various 
levels of economic activity. 

Mr. Koffsky defines parity as “‘the income 
necessary to yield to the farmer a purchasing 
power approximately equivalent to that of 
the urban worker” (page 153). He selects the 
year 1941 for his analysis, it being the most 
recent year for which appropriate price data 
and budgets by standards of living are 
available. Prices of 81 items, which, when 
supplemented with data on housing, medical 
services, and transportation, are said to in- 
clude 85% and 82% respectively of the total 
cost of living of farm and urban families in 
the lowest income group, excepting one, 
included in the B.L.S.! and the B.A.E.? 
studies, from which the data are taken. Prices 
are taken at three levels, namely, retail prices 
paid by farmers; prices received by farmers; 
and prices at retail in cities. Weighted aver- 
ages of relatives are then computed for the 
farm budget at city prices as per cent of rural 
prices, and for the city budget at rural prices 
as per cent of city prices, with weights de- 
termined from studies by the Bureau of 
Labor Statistics? and the Bureau of Agricul- 
tural Economics.‘ 

Combining these percentages, Mr. Koffsky 
concludes that had farm families purchased 
the goods and services they consumed at city 
prices, the cost would have been 30% higher. 
Conversely, had urban families purchased 
their standard of living at prices prevailing 
in farm areas, they would have paid 12% 
less (page 169). Furthermore, after making 
allowances for unpaid family labor on farms, 
the shift in consumption patterns attribut- 
able to larger money incomes, and the lag 
between standard of living and income 
changes, he states that “the income of the 
farm operator would have to be increased 
25% in 1941 to yield approximately the same 


1 Rural Family Spending and Saving in Wartime. 
B.L.S., Bulletin #822, 1945. 

2 Bureau of Human Nutrition and Home Economics, 
Rural Family Spending and Saving in Wartime. Miscel- 
laneous Publication #520, 1943. 

3 Study of Money Disbursements in Large Cities of 
Wage Earners and Lower Salaried Clerical Workers, 
1934-36, B.L.S. 

4B. A. E., Study of Consumer Purchases, 1935-36. 


purchasing power as the employed factory 
worker had in that year” (page 172). How- 
ever, due to the difference in rate of advance 
of farm prices, farm income, urban income, 
and city retail prices, by 1945 “‘the incomes 
of farm operators and employed factory 
workers were approximately at parity” 
(page 175). 

Koffsky’s analysis accepts the budgets 
revealed in the statistics as measures of sat- 
isfactory consumer choice, and, without 
discussing limitations, assumes that the 
arbitrary shifting of constant quantities to 
differing milieu and market loci does not 
invalidate the conclusions. Margaret G. Reid 
disagrees, taking the position that the valid- 
ity of purchasing power comparisons de- 
pends in large measure upon the degrees to 
which incomes have been reduced to levels 
of nutritively equivalent consumption. Ac- 
cordingly, she rejects Koffsky’s conclusions 
and offers several pertinent and significant 
observations. She points out that compara- 
bility of prices and items between the B.A.E. 
and the B.L.S. indexes and studies is limited 
because, first, B.A.E. excludes purchases at 
chain stores whereas B.L.S. includes them; 
second, qualities of consumption are affected 
to varying degrees by the social pressure 
attending urban as against rural living; 
third, the B.L.S. data are heavily weighted 
with city consumption, whereas the B.A.E. 
are overweighted with deep-south rural fami- 
lies; fourth, differences in size of urban and 
rural families at the same income level make 
average money incomes non-comparable; 
and fifth, the varying significance of the 15% 
and 18% of rural and urban consumption 
which were not included in the analysis at 
the different levels of consumption. 

In Part III, Mr. Hans Staehle begins his 
paper by mentioning, but rejecting, the 
method of comparing real national incomes 
by volume of production, and observes that 
it has become customary to measure real 
national income by the same method as real 
individual income, i.e., by dividing a cost of 
living index into money incomes. Accord- 
ingly, the central problem to which he directs 
attention is the cost of living indexes where 
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the cost of living index is defined as the ratio 
of money incomes that will make consumers 
equally well off, psychically, in two or more 
situations. 

He rejects Fisher’s ideal index formulae as 
being limited to situations where tastes and 
wants are identical; the method used by the 
International Labour Office, because it is a 
mixture of direct price comparisons and 
equivalent substitutions, and applicable to 
a specific level of income; Keynes’ direct 
method as being plausible but not statisti- 
cally usable; and the conventional method, 
i.e., where family A’s budget in country X 
is priced at family B’s prices in country Y, 
and vice versa, because, since neither A nor 
B is permitted freedom of choice at the 
other’s prices, the real cost of living of 
neither is defined. The dissimilarity method 
is then developed and demonstrated as meet- 
ing these objections. 

The dissimilarity method is demonstrated 
by indifference maps. Assuming that all 
families have identical wants, live in the 
same milieu, and are confronted with the 
same prices, the differences observed in con- 
sumption are then attributable to differences 
in real income. Measure of these differences 
in structure of consumption as between time 
or place “A,” and time or place “B,” i.e., 
dissimilarity ratios, are defined as the sum 
of the differences between ratios of the 
amount spent for each item to the total spent 
for all items at time or place “A,” minus the 
ratios of the amount spent for each item 
to the total amount spent for all items at 
time or place “B,”’ signs disregarded. The 
horizontal axis of the indifference map are 
the money incomes at time or place “A” and 
“B,” and the vertical axis is the dissimilarity 
ratios. 

Using actual data, Mr. Staehle compares 
families at varying money income levels 
with (a) time and place constant (b) time 
variable and place constant (c) place vari- 
able and time constant (d) both time and 
place variable. Indifference maps are con- 
structed for each set of conditions. On certain 
ones a valley may be observed, the bottom 
of which, according to Mr. Staehle, defines 


the loci of all points where the ratios of the 
intersecting horizontal coordinates define 
the cost of living index applying to a par- 
ticular level of psychic income. 

The author’s elaborations and evaluations 
of his method are laborious, meticulous, and 
extensive. His critics, namely, Abram Berg- 
son, Dorothy S. Brady, Eleanor M. Snyder, 
Morris A Copeland, and William Vickery, 
present strenuous, lengthy dissertations. 
Running through several of them is the ob- 
servation that varying quantities of con- 
sumption which are functions both of in- 
comes and consumer choice are not prima 
facie evidence of differences in real cost of 
living. This raises the controversial issue as 
to whether a nutritively correct budget is a 
preferable basis for psychic equivalence and/ 
or welfare. Neither Mr. Staehle nor his 
his critics settle this issue. It is merely found 
to be hotly joined again. 

In Part IV, Mr. Michael Sapir reviews the 
economic forecasts for the transition period 
subsequent to V-J Day, directing attention 
in general to the Washington forecasts, select- 
ing as typical the forecast by Mr. Everett 
Hagen. The systematic econometric method 
of the Washington group, illustrated by Mr. 
Hagen, is explored, analyzed, and evaluated 
at great detail with a high level of erudition. 
Following Mr. Sapir’s paper appear com- 
ments by Messrs. Lawrence Klein, Everett 
Hagen, Clayton Gehman, Morris A. Cope- 
land, and Rufus S. Tucker. 

Part V contains a very astute criticism by 
Franco Modigliani of currently accepted 
methods of estimating the savings-income 
ratio, and a development of functions based 
upon the proposition that the ratio is subject 
to violent cyclical fluctuations which are 
definable, and capable of being utilized for 
more refined and correct projections. He 
proceeds to demonstrate rather effectively 
that the estimates of Arthur Smithies and 
J. L. Mosak, two of the more prominent, are 
not acceptable when subjected to rigorous 
analyses. Mosak, using the relation between 
consumption expenditures and disposable 
income for the period 1929-40, estimated 
individual savings for 1950 at $22 billions, 
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some 14% of disposable income. However, 
when the function is used to estimate 1913 
savings, the result is a minus $2 billions, 
against the Department of Commerce figure 
of $3 billions, thus introducing serious ques- 
tion as to its validity. 

Space limitations preclude more than sum- 
mary comments about this excellent, chal- 
lenging, scholarly group of papers, and the 
stimulating criticisms accompanying them. 
Let the prospective reader be forewarned, 
however, that an alert and untired mind, 
equipped with more than a superficial mas- 
tery of economic theory expressed through 
ecqnometric and statistical methods is a 
prerequisite to their enjoyment. Then, not 
only will he be fascinated by the keen and 
exhaustive analyses demonstrated by each, 
and the progressive contribution each makes 
to the larger problem with which it is asso- 
ciated, but also, he will be stimulated by the 
challenge which is implicit in the contribu- 
tions which they make, of which the follow- 
ing are typical, but not in the least complete. 
First, the need for, and the encouraging ad- 
vancement made in discovery of bases for 
classification by census takers appropriate 
in subsequent periods when adaptations 
must be made to changed conditions and 
concepts. Second, the implications of Fabri- 
cant’s and Carson’s controversy over non- 
economic activities, illustrated by educa- 
tional workers and students, housewives, 
etc., recognizing that not long ago those 
engaged in marketing activities were also 
widely considered non-economic. Third, the 
pessimism illustrated by Sapir, Tucker, and 
Copeland regarding the analyses of the 
socio-psychological by econometric-statisti- 
cal methods in contrast with Madigliani’s 
turgid optimism as he demonstrates the 
validity of these same methods in the area 
of cyclical consumer savings and consump- 
tion behavior. Finally, the heavy implica- 
tions flowing from the fact that, despite the 
grave imperfections and limitations alleged 
to be inherent in the larger analyses with 
which these writers have been concerned, 
they are becoming widely used and con- 
siderably depended upon by theoretical ana- 
lysts where their results and implications 


become bases for public economic policy. 
L. F. Manuarr 
Bowling Green State University 


Crepits AND Co.tections by Richard T, 
Ettinger and David E. Golieb. (New 
York: Prentice-Hall, Inc., 1949. Pp. 376. 
$4.00.) 


This, the third edition of Credits and Col- 
lections, is a thorough revision of a basic 
textbook first published in 1917. Not only 
has the material contained in the earlier 
edition been brought up to date, but almost 
the entire book appears to have been re- 
written. 

Like the earlier editions, the purpose of 
this book is to provide a basic text for the 
beginning college course in Credits and Cel- 
lections. While a previous understanding of 
the fundamental principles of marketing will 
aid the student, the book is intended for 
beginners and no other course or courses are 
necessarily prerequisite to the student’s 
understanding of the text. 

The conventional subject matter is pre- 
sented in twenty-two chapters. Following an 
introductory chapter on the meaning, na- 
ture, and uses of credit, chapters follow on 
credit instruments, classes of credit, mer- 
cantile credit terms, and elements determin- 
ing the credit risk. Chapters six through nine 
are devoted to sources of credit information 
with separate chapters on the general mer- 
cantile agency, special mercantile agencies, 
credit interchange, and a chapter treating 
salesmen, attorneys, banks, the personal 
interview, and miscellaneous sources. Chap- 
ters ten and eleven, which deal with financial 
statement analysis, are followed by a sepa- 
rate chapter on information supplementary 
to financial statements. The next chapter 
treats credit limits, a subject not covered in 
the earlier editions of the book. Chapters 
fourteen and fifteen contain an expanded 
coverage of retail credits, including the 
latest techniques and developments in this 
field. Chapters which follow deal with col- 
lection methods and procedures, collection 
letters, creditors’ rights and remedies, bank- 
ruptcy, and credit insurance. The last two 
chapters of the book present an analysis of 
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the work and duties of the credit man and 
the credit office. 

The organization of the book differs from 
the previous editions in that it presents a 
more balanced treatment of subject matter. 
For example, instead of devoting a chapter 
to trade acceptances, as the 1938 edition did, 
this instrument is discussed along with the 
other credit instruments in the chapter de- 
voted to that subject. The duties, work, and 
qualifications of the credit man and his pro- 
fessional associations are adequately covered 
in one chapter whereas three were used in 
the previous edition. 

In addition to those who use it as a text- 
book, those engaged in credit work will also 
find Credits and Collections profitable read- 
ing. Both the businessman and the business 
student will like the emphasis which is placed 
on practical application. 

In the opinion of the reviewer the only 
shortcoming of the book is the brevity of a 
number of the chapters and certain of the 
sections within chapters. For classroom use 
the business student could profitably use 
more detail than is sometimes given. How- 
ever, when properly supplemented with 
problems and case material, the book pro- 
vides the essentials for a strong college course 
and interesting reading for the business man. 

Horace B. Brown, jr. 
University of Oklahoma 


SMALL Business: Irs PLacE AND PROBLEMS, 
by A. D. H. Kaplan. Committee for Eco- 
nomic Development Research Study. 
(New York: McGraw-Hill Book Com- 
pany, Inc., 1948. Pp. 281. $3.25.) 


This volume is one of the long-range eco- 
nomic research studies initiated by the Com- 
mittee for Economic Development Research 
Division to carry out its purpose of defining 
what the national policies of government, 
business, and labor should be in order to 
encourage high production and employment. 

After apprasing the characteristics and 
scope of small business in the early chapters 
of the book, the author analyzes the multi- 
plicity of factors which cause the problems 
of small business. In this latter section of the 
book, attention is given to problems of man- 


agement and research, financial require- 
ments, competition, and education and 
public policy, in their impact on small busi- 
ness. 

Mr. Kaplan has made an important con- 
tribution toward clarification of the record 
small business has made in meeting the tests 
of economic survival. For example, consider- 
able evidence is marshalled to give balanced 
indication that, although the births and 
deaths of small business have been high in 
annual number, a fairly steady ratio of small 
firms to total population has held over the 
years. It is also indicated that the differences 
in efficiency among small enterprises are 
more extreme than those between small and 
large firms. 

Mr. Kaplan’s conclusion that the caliber 
of management is largely responsible for the 
success or failure of small enterprise is well- 
taken. However, it may be that in an ap- 
proach to a program of guidance for the 
small businessman, the particular problem 
of meeting financial requirements is of espe- 
cial interest at this time. In his 1950 eco- 
nomic report to Congress, President Truman 
asked for a “substantially” longer period 
for repayment of loans made to business— 
especially small companies—by the Recon- 
struction Finance Corporation. Ten years 
has been the limit. In his deductions concern- 
ing the financing of small business, Mr. 
Kaplan shows the greatest concern regarding 
the supply of permanent capital for small 
enterprise. After an analysis of the possible 
uses of the community agency for industrial 
development, private investment banking, 
new governmental agencies, and the present 
private banking system to meet the problem, 
he recommends a network of capital banks 
under Federal Reserve supervision. The com- 
mercial banks in each Federal Reserve dis- 
trict would be authorized to subscribe a very 
small percentage of their capital and surplus 
in a district capital bank. Each capital bank 
would operate under the authority of the 
Federal Reserve District bank. The commer- 
cial bank, itself a stock-holder of the capital 
bank, would send its worthy clients to the 
capital bank for capital-loan financing. Mr. 

Kaplan proposes that such a capital bank 
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system could develop within its specializa- 
tion new techniques needed for the financing 
of small enterprise. 

In summation it may be said that in this 
book Mr. Kaplan has performed a note- 
worthy service in bringing into sharp focus 
the status of small business. Furthermore, 
he has presented recommendations toward 
the solutions of small-business problems 
which deserve wide attention at policy-mak- 
ing levels in business, government, and labor. 

Cuar.es L. QuITTMEYER 
College of William and Mary 


Tue Cost or DistrisuTion oF Consump- 
TION Goops IN AUSTRALIA AND ELSE- 
WHERE by Lengyel, S. J. and Beecroft, 
R. M. Introduction by Professor G. L. 
Wood, University of Melbourne. (Mel- 
bourne, Australia: Faculty of Economics 
and Commerce, University of Melbourne, 
1949. Pp. 182. $8.00.) : 


The appearance of this book from Aus- 
tralia, stressing the need for knowledge about 
selling costs, represents an epoch in the study 
of marketing. The book is a portion of a 
wider “‘survey the general thesis of which is 
that, with the advent of mass production the 
functions of the distributive and other serv- 
ice industries, as well as their complexity 
and cost, have grown tremendously and be- 
come of equal importance with production 
itself” (p. 92). The objective of the progress- 
ing investigation is “hope to be able to sug- 
gest some practical means of improving the 
distributive system in order that the public 
may reap fuller benefit from the decreasing 
unit cost of production” (p. 92). 

Original data are given about Australia and 
New Zealand and, at times, for other coun- 
tries of the British orbit. Because of its 
meagerness, inherently so because no census 
of business is conducted in Australia, the 
data may be thought of as research material, 
accurate and adequate insofar as skill and 
facilities set up limitations. The section of 
the book yielding the richest zone of facts 
is contained in Part II. The products in- 
vestigated were: meat, fish, poultry, milk, 
butter, cheese, eggs, bread, miscellaneous 
groceries, fruits and vegetables, apparel and 


textiles, hardware, drugs, medicines, cos- 
metics, furniture, household goods, tobacco, 
motor cars, “tyres” and bicycles. No better 
brief statement of the channels of distribu. 
tion used there, for these products, exists; 
and the dates are reasonably recent. 

The book is in two parts. Part II presents 
the more helpful analysis of specific products 
in industry; Part I presents the scope of the 
survey, more particularly the plan of anal- 
ysis of costs of distribution used in relation 
to the channels of distribution and the mar- 
keting functions. Although not amply dis- 
cussed, the need for growth in the bases for 
cost accounting that can be used more help- 
fully in sales, is stressed. 

Cost of distribution, however, was made 
the object of a comparative study. No effort 
was made to reduce costs of the several coun- 
tries to any standardized basis of comparable 
relationship. The data were given for the few 
countries having such facts from any avail- 
able study. As a result, emphasis was placed 
on the United States where census figures 
exist, although o/d data were used in many 
instances. Even data for 1927 were presented 
to emphasize one point, with no later figures 
for the United States presented. The authors 
attempted to dwell on principles and use 
whatever figures were available for the broad 
point of view. The use of such data resulted 
in inadequate conclusions. 

Nevertheless, the book is constructive be- 
cause it is an effort in the right direction 
within a country where no business census 
exists and where facts are yielded reluctantly 
by those who have them. In Australia, 
greater mark-ups are permitted both by con- 
sumers and by the price-controlling legisla- 
tion. Especially is this so in retailing and the 
authors emphasized a warning against per- 
mitting such high spreads. The mark-ups 
are somewhat lower in the United States, 
still lower in Great Britain, and yet lower in 
Italy. However, the data are so unqualified 
as to be of a minimum of aid to the analyst. 
Costs of wholesaling by independent chan- 
nels seem to be about the same in all coun- 
tries cited although this was inadequately 
analyzed. The costs are the lowest in the 
United States. Yet, this cannot be concluded, 
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for the use of these wholesaling channels is 
more extensive here. The book is a fragment 
of information, yet valuable for that quan- 
tity. The subject of costs in distribution is 
discussed much less basically than in the 
literature available in the United States. 
The publication of a book of this type is dif- 
ficult in Australia because the market there 
for it is limited. This book is reproduced by 
a photo-offset of the typed page; although 
the Contents is set up in regulation printers’ 
type. The two Parts are paged separately, 
a source of confusion and extra effort for re- 
searchers. A list of 46 References is provided 
but the said references are very poorly tabu- 
lated as to source. The work cannot be rated 
as one of scholarship; but it can be rated as 
a step in the right direction in securing im- 
portant data. 

We in the same field in the United States 
should send best wishes with ample en- 
couragement to the authors that they con- 
tinue these studies, using the data from the 
current census in the United States and en- 
larging their own scope of analysis. 

Guienn N. MERRY 
New York University 


How to Buitp an Inrants’, GiRLS’ AND 
Teens’ Wear Business, Revisep Ept- 
TION by R. Duffy Lewis and Dorothy Stote. 
(New York: Fairchild Publications, Inc., 
1949. Pp. 86. $2.50.) 

The authors have attempted in this short 
volume to give a practical approach for the 
successful operation of an infants’, girls’ and 
teens’ wear business. As they state in the 
preface, ““The facts given represent the ex- 
periences of many buyers and retailers from 
all types of stores that handle infants’ and 
children’s merchandise. And whatever the 
size of your business, this book will familiar- 
ize you with the best, the most practical and 
the most successful methods used today in 
this branch of retailing.” They feel that at 
present with the high birth rate of recent 
years, children’s wear merchants have an 
excellent opportunity to reap rich benefits 
from this lucrative field through the applica- 
tion of the methods they present. 

The coverage of the book can probably 


best be shown by indicating the chapter 
headings. Part One, “How to Merchandise,” 
includes one chapter on “How to Merchan- 
dise” each of the following: Infants’ Depart- 
ment, 1 to 6 Department, 7 to 14 Depart- 
ment, Teen Age Department, Shoe Depart- 
ment, and Nursery Furniture Department; 
and concludes with a chapter on “How To 
Make Department Meetings Successful.” 
Part Two, “How Your Merchandise Is 
Made,” contains twelve chapters, one each 
on how a Crib, a Baby’s Shirt, a Snow Suit, 
a Bunny Mitten, a Felt Hat, a Dress, a Coat, 
a Sweater, an Anklet, a Shoe, a Handbag, 
and a Necklace are made. 

Part One does contain many pertinent 
and practical suggestions on merchandising 
the individual departments listed in the 
chapter headings. For example, Chapter I 
on “How to Merchandise the Infants’ De- 
partment” goes into some detail on the 
handling of the Layette Section, the need for 
particular care in facilitating shopping by 
expectant mothers, the equipment needed 
for the department, the arrangement and 
display of merchandise within the section, 
the importance and need of cleaniness, the 
use of a registered nurse in attendance, the 
type of personnel for the department, their 
dress and training, advantages of twin in- 
surance, the gift corner in the Infants’ De- 
partment, as well as staple stock lists for the 
department as a whole and for the gift cor- 
ner. Obviously, however, a complete and 
detailed coverage of the merchandising of 
these several departments cannot be done in 
the 45 pages the authors devote to the first 
six chapters, covering six departments. They 
do contain many practical suggestions and 
hints on merchandising, and the staple stock 
lists included for each department should 
prove of aid to the retailer operating, or 
contemplating entering, this field. 

The same basic criticism holds in general 
for Chapter VII, “How to Make Depart- 
ment Meetings Successful.” It contains a 
number of good suggestions and bits of ad- 
vice, but nine pages are certainly not suf- 
ficient to permit a very comprehensive cov- 
erage of this subject. The lists in this chapter 
on basic merchandise facts that should be 
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stressed by the buyer when discussing coats, 
dresses, and snow suits in a department 
meeting should provide some aid for newer 
buyers and merchants in this field, and 
provide a pattern for buyers to follow in de- 
veloping merchandise information to be pre- 
sented to salespeople. 

When it is noted that in Part Two, only 
28 pages are used to tell how twelve different 
items of merchandise are made, it is evident 
that the coverage is quite sketchy. In the 
opinion of this reviewer the material is for 
the most part too superficial and incomplete 
to be of any great value to the average ex- 
perienced retailer or buyer, despite the au- 
thors’ statement in the preface that “The 
second part of the book should also prove of 
definite value to every store owner, buyer, 
and member of the selling staff.” New mem- 
bers of the sales force might obtain a little 
helpful information from these chapters, but 
it is extremely doubtful that experienced 
buyers and store owners would find much of 
value in them. These chapters might well 
have been omitted with no appreciable dele- 
terious effect on the value of the book; and, 
had the space so utilized been devoted to 
more detail on merchandising, the first half 
could well have benefited materially from a 
fuller coverage of the subject. 

Another criticism of the book is that, de- 
spite the authors’ claim in the preface that it 
is designed to aid the new and small retailer 
as well as the large, much of the advice is 
primarily applicable only to larger stores. 
For example, in the chapter on “How to 
Merchandise the Shoe Department,” appear 
the following statements: “You should have 
a supervisory fitter, who is the executive 
type, and who can speak with knowledge 
and authority”; “It is a good idea to register 
a trade name for the shoes you carry”; and 
“Even though you build up your own pri- 
vate brand, do not overlook the value of the 
branded shoes that are advertised nation- 
ally.” Hence, here again we find the tendency 
to write in terms of the larger stores despite 
the intent to aid the small retailers, where 
the need for help is probably greater. 

As noted previously, the new and inex- 
perienced operator should find many helpful 


hints and ideas in this book, and the experi- 
enced buyer should also find some good sug- 
gestions for improved merchandising. How- 
ever, the book is not sufficiently complete and 
comprehensive to fulfill the promise of its 
ambitious title, How to Build an Infants’, 
Girls’ and Teens’ Wear Business. This book 
would not be of interest to most of the mem- 
bers of the American Marketing Associa- 
tion, but those connected with the retailing 
of infants’ and children’s merchandise would 
find the little volume worth the few minutes 
time its reading requires. 
ARTHUR KROEGER 

Stanford University 


NewspPaPER ADVERTISING by John V. Lund. 
(New York: Prentice-Hall, Inc., 1947. 
Pp. 459. $4.25.) 

Many books have been written on the sub- 
ject of advertising from the point of view 
of the manufacturer or advertising agency. 
Many have been written from the point of 
view of the retailer. Newspaper Advertising, 
by John V. Lund, deals with /oca/ advertising 
in newspapers from the standpoint of the 
non-metropolitan newspaper, daily or 
weekly. 

It tells of the problems peculiar to the 
newspaper advertising man. And it attempts 
to acquaint the reader with fundamental ad- 
vertising knowledge. It tells the newspaper 
advertising man what he should know in 
order to sell space in his publication. But 
more than that, it tells him how he can ef- 
fectively serve advertisers—his clients—by 
helping them to make their advertising more 
productive. 

As an example of this “newspaper man’s 
viewpoint,” we might turn to the chapter 
entitled “Know Your Market.” The news- 
paper man should have a complete knowl- 
edge of the market reached by his newspa- 
per. Such knowledge will be of great help 
to him in selecting possible advertisers for his 
paper. And the same knowledge can then be 
of importance to the advertisers themselves 
in planning their campaigns—their advertis- 
ing messages. In this chapter, the author 
states that the knowledge of the market is not 
simply a mass of statistics on population, 
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sales, and income; but it also includes sound 
information on “how the people live, where 
they live, how and where they buy, and all 
the other elements that influence them 
either directly or indirectly in their pur- 
chases.” And the author says that ““To be of 
value as an advertising tool, the material 
which makes up a market survey must be 
prepared from the viewpoint of the adver- 
tisers in the community, not from the news- 
paper’s standpoint.” In other words, the 
newspaper man is told to use the information 
to his own advantage and then to “put him- 
self in his customer’s shoes” to see how the 
same data can be put to work for the adver- 
tiser. 

The chapters dealing with advertising 
copy and with layout and typography con- 
tain, in a concise form, the basic, fundamen- 
tal information with which every advertising 
man should be familiar. 

A whole chapter is devoted to “Mat Serv- 
ices” which are important sources of illus- 
tration for the advertiser in the non-metro- 
politan newspaper. ‘‘Not only does it give 
the ad man an endless supply of illustrative 
material, but it is also a fertile source of ideas 
for layouts, copy, and campaigns.” The 
chapter describes the various mat services 
available and tells the reader how best to put 
them to use. 

There is a comprehensive discussion of 
local and national advertising rates. 

Since the advertising man on a newspaper 
performs a most important selling and serv- 
icing function, a chapter is devoted to the 
topic “Personal Salesmanship,” including 
ways in which the individual advertising man 
can improve his selling technique. It is really 
a “‘quick course” in salesmanship, and con- 
tains quite a valuable section on “Removing 
Sales Objections,” listing and giving possible 
solutions to the more common objections 
raised by buyers of advertising space. 

Following the chapter on Personal Sales- 
manship are chapters dealing with The Ad- 
vertising Plan and Advertising That Gets 
Results, thus helping the sales man to further 
assist his clients in planning successful adver- 
tising programs. 

Other chapters deal with such problems as 


Building Linage; Classifications of Adver- 
tising as to local, national, classified and 
legal; the actual organization and operation 
of the advertising department which, on a 
newspaper functions “both as a sales organi- 
zation, supplying the bulk of the newspa- 
per’s revenue, and as a production organiza- 
tion for the rapid and efficient handling of 
advertising copy.” 

Finally, a brief chapter deals with the 
legal and ethical problems faced by news- 
paper advertising men. 

It might have been interesting to have 
included in this book a discussion of ways in 
which individual newspapers can use adver- 
tising to their own advantage. The function 
of the promotion department of a newspaper 
—that department which uses advertising 
techniques to promote the sale of advertising 
space in the paper—could logically have been 
mentioned. 

National advertising in newspapers is 
briefly considered. However, it might have 
been appropriate to have included a more 
detailed discussion of this important subject. 
The newspaper advertising man, even though 
working on a small town paper, should be 
familiar with the National field because more 
and more national advertisers are turning 
to newspapers to reach potential customers 
on the basis of the theory that “All Business 
Is Local.” 

On the whole, Newspaper Advertising is a 
very thorough piece of werk. It completely 
covers the subjects included, and in a great 
many cases it mentions sources of additional 
information and help. It is an interestingly 
written book, containing many examples to 
illustrate points made. 

Beginners in the field of newspaper adver- 
tising should find this book to be of especial 
value; students of newspaper advertising will 
certainly be interested in it; and the experi- 
enced newspaper advertising man should find 
it to be a most helpful review. 

That the book is already finding wide ac- 
ceptance among an eager public is indicated 
by the fact that this Second Printing (1948) 
appeared only one year after the original 
publication. 

Newspaper Advertising currently is used as 
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a text in approximately 60 colleges and uni- 
versities. 

GeorceE B. CHANDLESS, JR. 
New York University 


ProBiems Marketino by Malcolm P. 
McNair and Harry L. Hansen. (New 
York: McGraw-Hill Book Company, Inc., 
1949. Pp. 718. $6.00.) 

This book, the seventh in a series of Mar- 
keting case books by men teaching the first- 
year Marketing course at the Harvard Busi- 
ness School, is considered by this reviewer to 
be the best of the lot. And this is as it should 
be since teaching experience has been broad- 
ened and methods of collecting cases have 
been improved. Long anticipated and 
needed, the present edition of Problems in 
Marketing is a most welcome addition to 
marketing literature and to teaching mate- 
rials. 

Thirty years have passed since Professor 
Copeland published the first edition of Prod- 
lems in Marketing in 1920. Three subsequent 
editions came from the press in 1923, 1927, 
and 1931. Authorship was assumed by Pro- 
fessor Learned in 1936 following his accept- 
ance of the responsibility for the Marketing 
course at Harvard. Plans for revision of 
Learned’s volume in 1940 were halted by the 
war but in 1942 Problems in Merchandise 
Distribution came from the press. This latter 
book was the result of a pooling of efforts by 
a group of men teaching Marketing and re- 
lated subjects. Presumably it was not in- 
tended as a careful revision of Learned’s 
Problems in Marketing. 

Problems in Marketing by McNair and 
Hansen contains one hundred and seven 
cases, forty-nine of which are reproductions 
or revisions of those found in Problems in 
Merchandise Distribution. This compares 
with one hundred and six in the immediately 
preceding volume, thirty-eight of which were 
reproduced from Learned’s book. Gone from 
the present volume are such familiar names 
as Benson, Blade-Master, Boston Wire 
Stitcher, Connor, Glenrock, Jordan-Marsh, 
Larmon, and Tarpon. Other cases such as 
Good Humor, Penwick, Secoy, and Skelton, 
have been condensed and are included among 


the sixteen “‘selected short cases” in the 
three divisions of the section on Marketing 
Structure and Choice of Distribution Chan. 
nels. On the other hand, however, we find 
some old favorites from earlier editions, 
These include, for example, Stockton Drug, 
Manta, Richwell, Tonebilt, and Trabanta, 
Many new cases, of course, have been in- 
cluded to replace those omitted and to fulfill 
needs in other directions. On balance it seems 
that little has been lost and much gained. 
Despite the impression of some teachers, the 
age of a case is by no means the measure of 
its value. Granting the value of the timing 
factor in marketing activities, the objectives 
of a particular case may well be to emphasize 
other considerations. 

The present volume differs from its pred- 
ecessors in a number of ways of which the 
following seem to be most important: 

(1) The most significant difference be- 
tween Problems in Marketing and other books 
in the series is the General Introduction and 
the briefer introductions to the nine major 
groups of cases. In the General Introduction 
the authors provide an excellent summary 
of facts related to the meaning of marketing, 
the scope and importance of marketing activ- 
ities, distribution costs (in which they em- 
phasize the difficulty of measuring market 
values), marketing institutions, and the busi- 
ness management function of marketing. 
Their treatment of the latter topic “embodies 
the thinking which underlies the organiza- 
tion of this book”’ (p.15), although the sec- 
tion of cases on agricultural marketing rep- 
resent a departure from the general scheme. 

In their briefer introductions to the vari- 
ous groups of cases, the authors apparently 
seek to supply a foundational background 
for the reader and to “point up” some of the 
major issues involved in the cases. 

In the reviewer’s judgment, those sections 
of the General Introduction devoted to a 
brief explanation of the case method of in- 
struction and the analysis of the M. E. Jay- 
son case will prove of great value to teachers 
and students alike. They provide an under- 
standing of some of the major objectives of 
teaching Marketing by the case method and 
emphasize the importance of a logical ap- 
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proach to each problem. Some of the state- 
ments made are of sufficient significance to 
warrant restatement here. 


“Admittedly the difficulties of the beginning student 
of marketing are probably aggravated at the outset by 
the use of the case method. Undoubtedly it would be 
easier .. . to acquire so-called knowledge by the route 
of the textbook and the lecture. The case method is the 
hard way. Nevertheless in the opinion of the authors of 
this book the case method makes the difference between 
real education and merely passively acquired words and 
ideas.... The true meaning of the statement ‘knowl- 
edge is power’ is that true knowledge consists of power, 
power to tackle a problem, break it down, sort out the 
the facts, see what must be done, and then get it done. 
In other words, real education should equip the student 
not just with book learning but with the power to deal 
with situations, particularly power to deal with new and 
unfamiliar situations. Now that kind of power cannot 
be conferred. It has to be acquired by painstaking per- 
sonal effort. Real education is hard work. It is a process 
of drawing out the student’s mind, not of pouring in the 
instructor’s ideas. Under the case method (the student) 
is expected to dig things out for (himself). . . . The in- 
structor does not tell (the student); he expects (the 
student) to study the case and tell him. Then he ques- 
tions (the student) to see whether (the latter) can logi- 
cally justify theposition . . . taken. . . . The casemethod 
(is) hard at the outset but it will pay dividends in the 
end.” (pp. 16-17). 


Supplementing the information on the case 
method of instruction found in the General 
Introduction is the brief “Review” at the end 
of the Merchandising section, pp. 178-181. 
The procedure suggested there is indispen- 
sable if teaching by the case method is to be 
really effective. The reviewer has followed 
the practice of having students formulate 
“currently useful generalizations” at the 
close of each group of cases for more than a 
decade and can vouch for its effectiveness as 
a teaching instrument. 

(2) A second major respect in which Prod- 
lems in Marketing differs from its predeces- 
sors is in its improved organization. Although 
following the same general approach as that 
in Problems in Merchandise Distribution, 
there have been a number of refinements. (a) 
There is a better grouping of cases and a 
more logical sequence in their arrangement. 
(b) Certain cases have been regrouped to 
afford better emphasis to the issues involved 
and new ones have been included to fill 
“gaps” in material. For example, the Rock- 
well case, formerly discussed in connection 


with merchandising, has been shifted to the 
section on brand policy. The new cases are 
too numerous to allow mention. (c) A series 
of selected short cases rasing issues asso- 
ciated with the choice of distribution chan- 
nels has been added to strengthen this sec- 
tion. Some of these short cases are condensed 
versions of old cases while others are new, 
at least to this reviewer. 

(3) A third difference in the present edi- 
tion as compared with the previous case 
books is the addition of a group of cases con- 
cerned with the marketing of agricultural 
products and raw materials. Cases of this 
type were omitted from the preceding edition 
and the present offerings in this area are the 
most extensive ever published in a problem 
book on general marketing. Of the eleven 
cases included, five are new. The remaining 
six are reprinted from Deane W. Malott, 
Problems in Agricultural Marketing. This 
entire group of cases will be welcomed by 
teachers of marketing who desire to extend 
the scope of their courses beyond manufac- 


tured goods. 


The reviewer was impressed with the ob- 


vious care with which the nature and scope 
of the volume was planned, with the judg- 
ment shown in the selection of cases and in 
the sequence in which they were arranged, 
with the conscious effort made to increase 
the usefulness of the book to those untrained 
in the case method of instruction, and with 
the excellent job of editing that was done. 
He has little fault to find with it. Personally, 
he wishes that a larger number of cases on 
wholesaling had been included, that the 
names of the “selected short cases” on pages 
220-224, 238-242, and 283-286 had been 
included in the alphabetical list of cases fol- 
lowing the index, and that appendices had 
been prepared summarizing pertinent statis- 
tical information of interest to marketing 
students. The reason for the latter omission 
is probably the fact that new census-of-busi- 
ness data will be available this year. This 
does not explain, however, the failure to 
include operating figures for department and 
specialty stores and limited-price variety 


' New York: McGraw-Hill Book Company, 1938. 
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chains. Such data are collected regularly at 
the Harvard Business School. 

Considered as a whole, Problems in Mar- 
keting well justifies the reliance placed upon 
it by teachers of marketing to supply a bal- 
anced assortment of cases reflecting the 
changing patterns in the field of distribution. 
The authors and their assistants are to be 
congratulated upon a job well done. 

Desert J. Duncan 
Cornell University 


PracticaL Exportinc by Philip Mac- 
Donald. (New York: Ronald Press Co., 
1949. Pp. 353. $4.00.) 

The stated purpose of this book is to give 
students a “thorough grounding in the fun- 
damental procedures of the exporting busi- 
ness.” The book is concerned with practice 
rather than theory, and with techniques 
rather than policies. It places a great deal of 
emphasis on the clerical and paper work that 
must be performed in the export office. 
Throughout, it is descriptive rather than 
analytical. 

In writing such a book an author is always 
confronted with the problem of deciding the 
amount of detail that should be included and 
explained. On the whole, the author has done 
a very creditable job. By arranging his sub- 
ject matter “progressively” he takes the stu- 
dent through the essential techniques of the 
business, beginning with the formation of 
the export organization and ending up with 
a description of a single “typical” export 
transaction. 

There are times during this excursion, 
however, when the treatment is so summary 
as to be of little value, and other times when 
the reader finds himself mired in details that 
tend to confuse rather than to clarify. An 
example of the first difficulty is provided by 
the four or five chapters on export organiza- 
tion and the development of export sales. 
They are so sketchy as to be almost mislead- 
ing in their simplicity. In contrast, the dis- 
cussion of cable practice—in which the au- 
thor quotes extensively from the regulations 
of the cable companies—seems excessively 
detailed. Furthermore, in such detailed dis- 
cussions of techniques, obsolescence may 


soon be expected to raise its ugly head. That 
is true, for example, of the discussion of the 
techniques of export control employed by the 
U.S. Government. 

The apparent attempt to stay away from 
analysis sometimes leads the author to make 
categorical statements even when no such 
certitude seems warranted. In one or two 
cases the results are rather disasterous. On 
p. 279, for example, the author makes the 
remarkable observation that “by far the 
healthiest” method by which a foreign coun- 
try can secure dollars is the direct export of 
its own commodities to the United States, 
Dollars secured by the sale of shipping and 
tourist services as well as by triangular trade 
are also acceptable; but a country that en- 
gages in borrowing, follows “‘probably the 
least desirable method”! Fortunately, errors 
of this sort are far more conspicuous and 
exasperating than they are numerous. 

Because the book is concerned more with 
the work-a-day mechanics of the export busi- 
ness than with a broad understanding of its 
nature, significance and problems, it is likely 
to be of interest primarily to the school that 
offers a considerable range of courses in for- 
eign trade. As a matter of fact, one might 
well question whether it is really the function 
of a collegiate school of business to provide 
job training of the character and on the level 
suggested by this book. 

S. G. WENNBERG 
University of Missouri 


PRINTING AND Promotion Hanpsook: How 
TO Pian, Propuce, AND UsE PRINTING, 
ADVERTISING, AND Direct Mai by 
Daniel Melcher and Nancy Larrick. (New 
York: McGraw-Hill Book Company, Inc., 
1949. Pp. x, 386. $6.00.) 


This handbook does a fair job of living up 
to its rather ambitious title. Certainly those 
concerned with the mechanical reproduction 
of advertising and promotion will find in it a 
wealth of authoritative information covering 
the full range of reproduction processes. The 
popular “how-to-do-it” approach will make 
it especially attractive to neophytes in pro- 
motion work and to those who but occasion- 


ally become involved in the mechanics of 
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promotion. However, even the experienced 
production man will welcome this compact 
dictionary to check on the off-trail job that 
does not fit economically into the usual pat- 
tern. The teacher of advertising and promo- 
tion courses will find it a handy reference. 

The most unique feature, and among the 
most valuable, is the effort to include specif- 
ic prices or price base information on the 
various materials, equipment, and processes. 
While this information is sometimes ad- 
mittedly “‘rule-of-thumb” and subject to 
early obsolescence, it provides those not hav- 
ing ready access to the market with a basis 
for evaluating the practicality of alternate 
methods of doing a job. Included also are 
sources of supply for many of the special 
operations. 

The subject matter is arranged in alpha- 
betical order, convenient for quick reference 
but poor for checking all the factors involved 
in even a simple job. To overcome this limita- 
tion a 3-page explanatory preface has been 
included together with a table of contents 
which organizes nearly 200 basic entries 
under 15 comprehensive headings. Typical 
of these headings are: How to Plan a Cam- 
paign; How to Plan and Produce Specific 
Printed Materials; The Major Printing Proc- 
esses; Office Duplicating Processes; Photog- 
raphy; Designing and Illustrating; Folding, 
Binding and Finishing; and Specialized 
Printing. 

Under the second heading above are col- 
lected 20 references to specific media. One of 
the references, Newspapers, carries within 
it 8 cross-references, including mat Services, 
shading tints, advertising, and publicity re- 
leases, as well as 2 references to books in the 
newspaper field. This reviewer is allergic to 
cross-references within a paragraph, but 
those in the handbook aroused little resent- 
ment, probably because each entry treats 
adequately the subject at hand and includes 
the cross-references to suggest other facets 
of the subject. The authors have shown great 
skill in handling their material to overcome 
the inherent weakness of their arrange- 
ment. 

While the strongest part of the book deals 
with mechanical reproduction, there is much 


else of value included. Such entries as Model 
Release Forms for Photographers, Copyright 
and Trademark Information, Transcriptions, 
and Mail Order suggest the wide range of 
coverage. 

The Mail Order entry gives sound advice 
to those who would endeavor to sell by mail. 
It includes specific figures on pricing, a tech- 
nique for testing lists, and a probability table 
for evaluating test results. 

The largest coverage of a subject is given 
to type and type faces. Some $9 pages are 
devoted to explanation, specimens, and meth- 
ods of measuring type, not counting cross- 
reference to corollary subjects. 

The weakest part of the book deals with 
broad-subject entries, especially subjects 
involving market strategy, which are neces- 
sarily much too abbreviated to give proper 
attention to important details. 

The entry Campaign Planning, for in- 
stance, covers the subject in little over a 
single page. Such over-simplification can 
mislead the inexperienced, but is possibly a 
useful refresher to the seasoned advertising 
practitioner. 


The handbook includes a topical bibliog- 


raphy and a list of graphic arts films. The 
book list is rather spotty both as to inclusions 
and omissions, though some of the topics re- 
ceive good coverage. The film list, however, 
28 titles in all, should prove valuable as a 
reference for visual aid material in the gra- 
phic arts field. The coverage and utility of 
each film is briefly indicated. 

The capability of the authors is amply 
indicated by the painstaking throughness of 
the coverage. Melcher is manager of mail 
sales and circulation for R. R. Bowker Co., 
and Miss Larrick is editor of Young Ameri- 
can Readers. Both were formerly associated 
with the War Bond campaign, supervising 
the preparation and distribution of litera- 
ture. 

It is inevitable that this handbook be 
compared with the Eighth Graphic Arts 
Production Yearbook. From the viewpoint of 
scope, it is far wider. Within the field of the 
graphic arts it is at least as comprehensive 
though not as extensive in its coverage of 
specific subjects. Its ease of use and smaller 
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size, however make it much handier. And its 
cost is less than half as much. 

Witiram J. McKeon 
New York University 


Economic Mav, In Relation to His Natural 
Environment, by C. Reinold Noyes. (New 
York: Columbia University Press, 1948. 
Pp. 1443. Volumes I and II. $15.00.) 


According to Noyes ‘“‘the classical formula 
for economic activity reads ‘wants-efforts- 
satisfactions.’ There is peculiar merit in this 
formula. For, if economic life had been stu- 
died in these terms of process rather than in 
those of static physical objects, much that is 
false or illusory or beside the point might 
have been avoided. In these terms that which 
lies between wants and their satisfactions is 
not a mass of differentiated physical ‘factors’ 
but solely human efforts. Yet economic anal- 
ysis has not been pursued in these terms.” 

C. Reinold Noyes spent some seventeen 
years in the collection and preparation of 
data which were derived from the fields of 
biology, physiology and psychology—not to 
mention the specialities within each category 
such as neurophysiology, experimental psy- 
chology, etc. His major objective was to syn- 
thesize all of the available material on human 
behavior from which he could evolve a fun- 
damentally sound description of how human 
wants were initiated and how they affected 
the complex thing we call the economic sys- 
tem. 

It is common knowledge among the social 
scientists that it is difficult to distinguish 
between and among the several social sci- 
ences because they are different aspects of 
the same thing. Noyes is also convinced of 
the unity of the physical sciences and feels 
that all biological phenomena are related. 
Thus an adequate understanding of the bio- 
logical and physical sciences becomes a pre- 
requisite to sound work in the social sciences. 

Economics is divided into three major 
branches: biological, technological and socio- 
logical. This study is confined to the bio- 
logical branch of economics. It is the author’s 
hope that once this work has been completely 
assimilated a sound technological study will 
be undertaken. The aim of any economic 


study, according to the author, would be to 
superimpose on the framework derived from 
the studies in the two more fundamental 
branches a knowledge of institutional eco- 
nomics. In this last step the data collected 
in the previous analyses would act as the 
cornerstone and foundation from which a 
dynamic theory of institutional economics 
might be derived. 

The basic thesis of both volumes is a more 
complete understanding of the derivation of 
present and future human wants and how 
they affect such important concepts as real 
costs, value, and demand. 

According to Noyes, present wants “are 
due to variations or tendencies away from 
homeostasis....” These current wants, 
therefore, lead to behavior which he says 
may be divided into two parts, precurrent 
and consummatory. “Only the latter includes 
the process of satisfaction of the want. 
Future wants produce precurrent reactions 
only and therefore involve no satisfactions. 
When, at the end of an interval—perhaps a 
long interval—the appropriate consumma- 
tory reactions take place it is because the 
corresponding present want has recurred.” 

In studying present wants Noyes points 
out two additional characteristics—that is, 
the prepotence of wants and the clustering 
of individual wants which he calls a constel- 
lation. In regard to the former, he says: 
“Since but one system of integrated reactions 
can hold the field at one time, the whole 
gamut of wants must compete for control of 
the single apparatus. The basic element in 
this competition is in general the compara- 
tive latent intensity of the want. It is this 
which primarily determines prepotence.” 

In further elaboration of this theme it is 
indicated that present wants are involuntary 
phenomena and that cause and effect may be 
completely unconscious, “except as these 
effects cause emotions or sensations which 
invade consciousness.” 

The author differentiates present wants 
from future wants, indicating that future 
wants are not variations away from homeo- 
stasis but that they are functions of conscious 
memory and can be explained in the follow- 
ing way: “It would appear that regularly re- 
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curring experiences would give rise to a series 
of homophonous details in memory, which, 
by way of simultaneous and successive asso- 
ciation, would be evenly spaced in the rough 
order of pastness in memory. Then, as they 
become more accurately located in the past 
by means of ‘conceived’ time, the intervals 
between their recurrence would be calcu- 
lated. And thence, in turn, the whole scheme 
would be projected into the counterfeit fu- 
ture. Recurrence would come to be expected 
at a certain point ahead, along the scale 
of time, and its constantly nearer approach 
would be calculated by the passing of time— 
duration since, or order of pastness of, its 
last appearance—also measured along the 
scale. Irregularly recurring experiences would 
likewise give rise to a series of homophonous 
details in memory; but here the spacing 
would be more difficult. Even in terms of 
‘conceived’ time and its scale each interval 
would be different from each other. When 
such a scheme was projected into the coun- 
terfeit future the only expectation would be 
that the experience would recur sometime. 
However, if observation of its recurrence 
increased and longer periods were included in 
the scale of time the probability of its recur- 
rence amy time might be reduced to a prob- 
ability that it would recur at some time 
within a limited period. While this period 
was passing it would be constantly expected; 
and, as more of the period became past it 
would be felt to be increasingly imminent.” 

In describing these future wants as mne- 
monoic phenomena which give rise to voli- 
tional behavior, Noyes points out that it will 
result in effort. It is this effort or work which 
finally brings about satisfactions. However, 
the intensity of future wants which results 
in this effort also provides a frame of refer- 
ence by which various efforts and their sub- 
sequent satisfactions are weighed. He points 
out that this effort may be directed toward 
shortening a process—or even lengthening 
a process if the result in the future is short- 
ened or easier activity, which will bring 
about greater fulfillment of wants with a 
minimum of work. 

In discussing the satisfaction of wants, 
Noyes rejects the concept of marginal utility 


because it attributes “the cumulative effect 
of a series of units to the final unit alone. 
The only realistic scheme is that of segmen- 
tation....” 

In his wants-efforts-satisfaction approach 
Noyes indicates that we have two conflicting 
activities, production and consumption. He 
indicates that production is identified with a 
thing called effort and is limited to providing 
means for future wants while consumption 


_ 1s limited to the satisfaction of present wants. 


According to the author “production is 
effortful behavior; consumption is effortless 
behavior.” 

In the development of this system of eco- 
nomic energetics scarcity is not the keynote. 
The relationship of man to his natural en- 
vironment is in reality a “system of resist- 
ances imposed upon his efforts to satisfy his 
wants. ... These natural resistances are the 
causes of the necessity of effort and... 
determine the ‘real costs’ in each case. There- 
fore real costs becomes the number of stan- 
dard hours of working required per unit of 
produced means. . . . That is, we shall regard 


the sacrifice per period of working to be equal . 


to the aggregate intensity of the several pres- 
ent wants that might have been satisfied by 
leisure during an equal period.” 

Although Noyes does not mention the 
problem of surplus which might arise from 
production, he discusses the problems of sav- 
ing which he calls ‘retaining.’ He indicates 
that, in general, future provision “is never 
made unless it is expected that upon some 
definite future occasion it will be needed and 
can then be provided or can then be provided 
so easily. The operation of conscious memory 
with reference to the counterfeit future is to 
project against the screen a pattern derived 
from the past. The operation of insight leads 
to the alteration of this pattern insofar as it 
rearranges its details and thus anticipates 
the probable exceptions to the rule.... 
Within these limits the quantity of retaining 
which will be initiated and the period for 
which it will be undertaken (subject to the 
condition below) are dependent variables 
which vary directly with: 


1a. The extent to which the framework 
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of the time-scale is filled in with con- 
tingencies; or 
b. The extent to which technical neces- 
sities compel retaining in order to 
satisfy certain wants at all, either fu- 
ture only, or both current and future; 
or 
c. The extent to which technical options 
exist affording an opportunity to gain 
a considerable net advantage in the 
economizing of working-time by pro- 
ducing in large batches or by means of 
intermediate product. 
2. The intensity of the particular future 
wants concerned. 
The dependent variables vary in- 
versely with; 
1. The rate of accrual of retaining as 
effort; 
2a. The steepness of the curve of working 
effort, plus 
b. The steepness of the curve of working 
sacrifice (first hour of leisure); 
3. The intensity of the particular current 
wants for which provision will have to 
be foregone.” 


In discussing the theory of demand Noyes 
points out that there is really no continuity 
in economic processes and that all motion 
is essentially discontinuous. Therefore, the 
concept of elasticity of demand as depicted 
by a curve is misleading. The elasticity of 
demand is different for each price, and if one 
assumes the right to interpolate between a 
series of points, so that the curve becomes 
continuous, then a certain fallacious assump- 
tion has been made that there exists some 
function or system of functions which would 
govern such a curve. “The representation of 
our actual observation would be confined to 
a series of points—the beginnings and ends 
of movements of demand with relation to the 
two axes. It would not follow that these 
movements are reversible. Nor would it 
follow that we could fit a mathematical curve 
to these points.” 

In addition, there is another major ob- 
stacle to the concept of elasticity of demand 
and its portrayal in continuous series. This 
obstacle is interdependence. “... a change 
in ‘real cost’ of any one means might affect 


the quantity wanted of every other means, 
To the extent that this is true it would be 
impossible to draw a demand curve or de- 
termine the elasticities of demand for a 
single means by merely representing the re- 
action of its own changes of cost—or primary 
effects. To the extent that this is true, the 
concept of general equilibrium precludes the 
concept of partial equilibrium.” 

There is no doubt in the mind of the re- 
viewer that Noyes has performed a great 
scholarly service by bringing together and 


_ synthesizing such a vast amount of material. 


This book might easily become the corner- 
stone for a series of related studies which 
would further indicate the unity of the social 
sciences. From this some day a rigorous and 
dynamic economic theory could be evolved, 
which would become empirical in its appli- 
cation. Without this it is doubtful whether a 
sound theory of marketing can be developed. 

The book has several minor flaws which 
can be eliminated with little revision. Prob- 
ably the greatest obstacle to widespread 
reading would be the semantic difficulties 
which arise from the use of the esoteric 
vocabularies of the various physical and 
social sciences. Despite the fact that the 
author indicates that his approach is an in- 
ductive one, the reviewer found that much of 
the reasoning was deductive and specious. 

It appears that the synthesis of the mass 
of biological material is incomplete because 
of the author’s admitted lack of expertness 
in some of these fields. This results in what 
sometimes seems to be a great unassimilated 
amount of primary source material with little 
or no organization and comment. 

This work is a challenge to all scholars 
who must realize that their special knowledge 
rests upon many large and diverse areas of 
learning. Such an undertaking as “Economic 
Man” should make all of us look to the 
foundations of our own knowledge so that 
we may be motivated to carry on where 
Noyes left off. 

Myron HEIpInGsFiELD 
Temple University 


Currinc Sates Costs by the Staff and 
Contributors of Printers’ Ink. (New York: 
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Funk & Wagnalls Company, 1949. Pp. 
$5.00.) 


This book is divided into fourteen prin- 
cipal sections which are entitled: (1) “Intro- 
ductory”; (2) “Tying in with New Market- 
ing Developments”; (3) “Research”; (4) 
“The Product”; (5) “The Package”; (6) 
“The Price”; (7) “The Distributor”; (8) 
“Planning Analysis and Control’’; (9) ““The 
Salesman”’; (10) “Salesmanship Helps”’; (11) 
“Sales Training”; (12) “Sales Meetings”; 
(13) “Point-of-Sale”; (14) ‘Case Histories.” 

Before the introductory, the authors stake 
out the field they wish to cover. They point 
out that the volume is a “‘cross section of the 
cream of the crop of hundreds of articles from 
the pages of Printers’ Ink, having to do with 
reducing the cost of distribution.” The re- 
lationship of advertising to the reduction of 
selling costs is unfortunately omitted. It 
seems at least to the reviewer that the vol- 
ume would be decidedly more valuable if a 
section, or two, were devoted to how to re- 
duce advertising costs. But the authors 
partly justify the omission by referring to 
other books in the series on advertising and 
partly for the want of space. The authors 
also disclaim any intention of producing “‘a 
well-rounded treatise on all the many facts 
of sales management.” The book is “a 
focused approach to specific lower costs in 
the field of selling.” 

In the “Introductory” section, the au- 
thors give specifically 97 ways by which sales 
managers of many manufacturing firms be- 
lieve selling costs can be cut. This discussion 
is followed by one devoted to how manu- 
facturers do reduce their distribution costs. 
In section 2, “Tying in with New Marketing 
Developments,” the authors go into such 
new devices as vending machines, suburban 
shopring centers and variety chains and 
their influence on cutting sales costs at retail 
and increasing sales volume. 

Section 3 on research programs can un- 
cover costly weaknesses in distribution, pro- 
vided they are the right kind of research 
projects. Section 4, dealing with the product, 
discusses the desirability of a product that 
will fill ‘‘a consumer need at a price the 
consumer will pay.” Section 5, on the pack- 


age goes into the question of the size of the 
package and the number of units packed 
together in their relation to the size of orders 
and unit cost sales. Section 6, dealing with 
the price, shows the importance of setting a 
price that “Will allow for an adequate in- 
vestment in sales stimulation and at the same 
time attract sufficient volume to keep the 
cost of selling at a minimum.” - 

In section 7, on the distributor, the authors 
discuss the significance of a complete under- 
standing between the manufacturer and his 
dealers. How to select proper distributors 
and establish close and profitable relation- 
ships with them is also treated. Section 8 
takes up planning, analysis, and controls. 
In it, the authors point out how statistics in 
general can be used as the basis of wise plan- 
ning and control, and how in particular sales 
control can be accomplished effectively 
through forecast budgeting and operating 
cost ratios. Section 9g tells how the salesman 
can be made more effective by better incen- 
tives for performance and by a reduction of 
waste time. In section 10, the authors take 
up such sales helps as organized sales talks, 
sales manuals and how indirectly they reduce 
selling costs. 

Section II treats of the methods and pro- 
cedures of sales training. Among other 
things, the authors point out particularly 
the need for training salesmen in dealer aids, 
like displays, so that the manufacturers’ 
salesmen will be able to assist dealers in 
disposing of their products. Section 12 on 
sales meetings shows how such meetings 
can be made to prepare the salesmen to 
do a better job which in turn will indirectly 
reduce selling expenses. Section 13 on “‘Point- 
of-Sale”’ tells how to evaluate the point-of- 
sale as a medium and how to avoid waste 
in distributing material at the point-of- 
sale. In the last section (14), the authors 
give case histories showing in general how 
manufacturers have applied the methods and 
principles of cost reduction which were laid 
out in the foregoing sections. In addition, 
there are 131 timely illustrations, tables, and 
charts in the volume. 

In the main, the authors have done an 
admirable job in attaining their objectives. 
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While the book does not show enough refined 
mathematical examples of cost reduction to 
completely satisfy the reviewer, it does defi- 
nitely indicate how selling costs can, and are 
being, cut down. For the sales manager this 
book is a must. From it, he can get an excel- 
lent checklist for possible cost reductions in 
his firm, as well as splendid methods and pro- 
cedures to apply on his job. Teachers of sales 
management and salesmanship will also find 
the book rich in useful, not to say colorful, 
examples that can be used effectively in the 
class room. 
N. H. Comisx 

University of Oregon 


THE TECHNIQUE OF SELLING, by K. Sutton. 
(New York: McGraw-Hill Publishing Co., 
Inc., 1949. Pp. 419. $4.00.) 

Selling is the very heart of the entire sys- 
tem of marketing, and, for that matter, of 
the entire system of business in a free enter- 
prise economy. If there were no selling the 
country would quickly end in disaster. If 
there were no sales there would be no need 
for transportation, communication, or bank- 
ing. If there were no sales there would be no 
sales offices or organizations. There would be 
no reason for accounting, for business cor- 
respondence, nor for office work. It is sales 
that keep the economy in operation. When 
sales are good the country is prosperous. 
When sales fall off there is a decline in busi- 
ness conditions. 

Marketing men, particularly the teachers 
of marketing, if one may judge by their text 
books, are greatly absorbed in descriptions 
and explanations of the marketing system. 
Few, if any, however, of the text books pay 
more than a passing nod to selling. Many 
of the graduates of business schools, even 
those who have specialized in marketing, 
come out without any clear idea of the need 
for and the importance of selling. Some of 
them have the shallow expectation that they 
may find a place and build a future for them- 
selves in the marketing system without 
knowing anything about selling. 

There are, of course, many forms of selling. 
Great quantities of staple commodities such 
as grain, cotton, wool, meats, metals and 


other goods are handled on the commodity . 


exchanges in which there is little or no per- 
sonal salesmanship. There are millions of 
sales made through the wholesale and retail 
channels of trade of staples and convenience 
goods which require suitable services to meet 
the wants of customers, but in which per- 
sonal salesmanship may play a small but 
important role. Finally, there are still other 
goods known as specialties which have to 
be shown, explained, and demonstrated to 
prove that they are desirable or advanta- 
geous to prospective buyers. Here there is 
the need for the arts of salesmanship. Many 
of such goods are sold through the wholesale 
and retail trades. Others are sold by the 
producers directly to the ultimate users, 
Salesmanship as well as service selling are 
needed wherever the explanations must be 
detailed, where the goods require careful 
fitting or installation, or where individual or 
custom elements are more important than 
standard or staple elements in the customer’s 
choices. 

Selling, broadly considered, is that branch 
of business which finds prospects and con- 
verts them into customers. Selling may be 
classified according to its needs for service 
and for salesmanship. In the sale of most 
ordinary commodities of common use the 
need in selling is for service that fits the cus- 
tomers’ needs and wishes. This may properly 
be called service selling. It is a highly im- 
portant factor in the distribution of most 
lines of goods. 

Salesmanship implies more than service 
selling. Salesmanship may include every 
practical provision for customer service, but, 
in addition, it is the exercise of the arts of 
demonstration, persuasion, and negotiation. 
The purpose of salesmanship is to secure bus- 
iness that would not otherwise come in. 
Salesmanship finds customers for new goods, 
for goods hitherto unknown to those who 
might use them, for goods possessing quali- 
ties that require demonstration or evidence, 
for goods of intricate construction that need 
technical explanation or for goods under keen 
competition either for the same or alterna- 
tive purposes. 

“The Technique of Selling” by Kelso 
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Sutton, deals with salesmanship. It addresses 
itself to the ways of selling specialties rather 
than staples. It offers an exposition of useful 
methods of demonstration, or explanation, 
and of suggestions that may stimulate the 
interest and desire to own and use. 

There have been many books on salesman- 
ship ranging from privately published man- 
uals on how to sell particular commodities 
up to general treatises on selling intended 
to describe and illustrate most, if not all 
types, of specialty selling. Sutton’s book, one 
of the most recent to be published, is a gen- 
eral handbook on salesmanship. The chief 
strength, as well as the weakness of the book, 
is its attempt to cover everything pertaining 
to specialty selling, indeed, almost every- 
thing pertaining to a salesman’s way of busi- 
ness life. 

Sutton’s style of writing is simple, easy to 
read, and almost personal. The material 
reads almost as if it were made up of individ- 
ual letters of advice from the author to some 
close acquantance just breaking in to the 
specialty selling field. This comment applies 
to most books on selling. They all attempt 
to take in as much territory as possible. This 
means that much of what is in such manuals 
is only remotely related to salesmanship. In 
this instance the reader who wants to know 
what Sutton thinks of any phase of specialty 
selling can readily find what he wants by 
reference to the table of chapters or to the 
index. 

Chapter summaries might have proved 
useful to many readers. The system of sub- 
heads is helpful. The review questions and 
the discussion problems following each chap- 
ter are well prepared and should be of assist- 
ance not only to the individual reader looking 
into this book for his personal interest but 
also as an aid to class conferences. The work 
is up to date and interestingly written. It 
is unlikely that this book may be the last 
word on specialty selling. Moreover, the arts 
of selling are rarely acquired merely by read- 
ing. Like other arts, salesmanship is learned 
by practice. A good book on selling can be 
of great use to practicing salesmen with a 
mind open to suggestion on other ways to 
get better results. This book may be recom- 


mended as a good introduction to the subject 
of salesmanship. 

Paut Nystrom 
Columbia University 


BRIEFLY NOTED 
By Cuar.es J. Dirksen 


Boston CoNFERENCE ON DIsTRIBUTION, 
1949. Sponsored by the Retail Trade 
Board, Boston Chamber of Commerce in 
co-operation with Harvard University 
Graduate School of Buisness Administra- 
tion, Boston University College of Busi- 
ness Administration, Massachusetts In- 
stitute of Technology, and others. (Bos- 
ton: Boston Conference on Distribution, 
80 Federal Street. Pp. 92. $3.90.) 


The report of the twenty-first Annual 
Boston Conference on Distribution consists 
of a summary of the talks and papers which 
were delivered at the conference on October 
Io and II, 1949. 

The report indicates that the program was 
well balanced and that the speakers pre- 
sented the advanced thinking in the field 
of distribution. The papers on Postwar 
Marketing Research, The Western States as 
a Market, Social and Economic Implications 
of Television, Maintaining Competition in 
Marketing, Higher Productivity in Retail- 
ing, the High Cost of Living for Business, 
and Wall Street is Main Street, are among 
those which will be of specific interest to the 
marketing profession. 

The Boston Conference is to be com- 
mended for continuing to develop an expan- 
sion of interest in distribution—its problems 
and its future. 


How to Cut Propuction Costs, edited by 
H. E. Blank, Jr. (New York: Funk and 
Wagnalls Company, 1949. Pp. 384. $4.50.) 
The tested techniques for cutting produc- 

tion costs given in this new book have helped 

many men in industry find better ways to 
make varied products at lower cost. 

Tested cost-cutting ideas are applied to 
these areas of business operations: plant, 
materials, cost controls, quality and inspec- 
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tion, better fabrication techniques, new aids 
in processing, science aids the plant, working 
conditions that lift productivity and others. 

One of the most helpful features of the 
book is the eight check-up charts especially 
designed to reveal weak and strong points 
in existing plant operations. 


BraziL, AN ExpanDING Economy, by George 
Wythe, Royce A. Wight, and Harold M. 
Midkiff. (New York: Twentieth Century 
Fund, 1949. Pp. 412. $3.50.) 

Brazil, largest country in South America 
and traditional friend of the United States, 
offers a rewarding field for increased Ameri- 
can investments and business relationships 
that can add to the prosperity of both coun- 
tries. This is one of the central conclusions 
of Brazil: an Expanding Economy, the re- 
port prepared by George W. Wythe, who 
headed the special research staff that the 
Twentieth Century Fund sent to Brazil. 

The Wythe report analyzes various plans 
that have been made for Brazil’s develop- 
ment and examines the role of foreign in- 
vestment in general and United States in- 
vestment in particular. “A large part of the 
foreign financing required in the near future 
will be for projects of a public or quasi- 
public character. For example, power is being 
developed primarily by private companies 
aided by public funds. Brazilian frozen 
credits in Europe may be utilized for a fair 
proportion of the equipment needed by 
Brazil over the next five years or so, if Euro- 
pean recovery permits. But the main reli- 
ance will be on the United States both for 
goods and for technical services not avail- 
able in Brazil. 

“Credits from the Export-Import Bank or 
the International Bank (depending on the 
nature of the credit) aggregating $200 million 
of $300 million over the next five years are 
considered warranted. Vast sums are not 
required, nor could they be laid out wisely 
and effectively within a limited time. On 
the other hand, credits should be ample, 
spread over a period of years, to ensure the 
completion of the project or projects for 
which made.” 


Copy—Tue Core or ADVERTISING, by 
Aesop Glim. (McGraw-Hill Book Com- 
pany, 1949. Pp. 258. $3.00.) 

Most of the material in this book has 
appeared in Printers’ Ink on pages headed 
“Aesop Glim’s Clinic.” In these articles, the 
author stresses what he considers the funda- 
mentals in advertising. 

While men in marketing may not fully 
agree with. placing such a great emphasis 
on the importance of the writing of copy, 
nevertheless, ‘the author, through his inter- 
esting and entertaining style of writing, has 
compiled a book which has given many 
valuable tips for both the embryonic and 
advanced positions in the advertising pro- 
fession. 


Visual Merchandising Research Series, Re- 
port No. 1, THE Pitot Stupy or Disptay, 
by Howard M. Cowee, Jean Erwin, Dar- 
rell A. Landrum and James A. Firth. 
(New York: Prentice-Hall, Inc., 1949. Pp. 
53- $3-75-) 

The important developments which have 
taken place during the past few years in the 
method of merchandising various products 
makes this study a very important one. It 
was made possible by a grant from the 
National Association of Display Industries 
and was conducted under the direction of 
Professor Howard M. Cowee of the New 
York University School of Retailing. 

The results of the Pilot Studies contained 
in this book will not compel immediate 
belief or establish conviction of the conten- 
tion of the varied merchandising profession 
that it is doing more than its share to sell 
more people more goods, faster and at lower 
costs; and that it can do a better job if the 
retailer or distributor will spend more 
money on visual merchandising. 

What the results of this analysis actually 
do is to set a very excellent pattern or 
framework as to the method which should 
be used for continued study. 


Case Histories or SuccessFuL ADVERTIS- 
ING, by Printers’ Ink Editors and Contrib- 
utors. (New York: Funk and Wagnalls 
Company, 1949. Pp. 296. $4.75.) 
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Included in this book are seventy-one case 
histories which are drawn from fact, and 
written from the first-hand experience of a 
Printers’ Ink Editor or Contributor who was 
on the scene to appraise properly the actual 
and practical results of any specific method 
or procedure. 

Covering thoroughly the markets, media 
and methods used, some of the problems 
include: Introducing a New Product, Build- 
ing a Year-Round Demand, Selling a Tech- 
nical Product to Technical Personnel, Build- 
ing up Sales in a Hurry at Low Cost, and 
Using Advertising to Sell a Company to Its 
Community. 

The problems are clearly stated and the 
solution to the said problems should prove 
to be stimulating to not only the people en- 
gaged in selling, but instructors engaged in 
the teaching of both Advertising and Sales- 
management. 


SALESMEN’S TIME ConTROL, Dartnell Report 
No. 580. (Chicago: The Dartnell Corpora- 
tion. Pp. 47. $7.50.) 

The time and motion studies of salesmen 
in the field have confirmed the opinion of 
many sales executives that actual face-to- 
face contacts with customers take only 
about two hours of a typical salesman’s 
eight-hour day. 

In our present competitive situation it is 
imperative the companies do what they can 
to raise the amount of actual working time 
of their respective salesmen. An increase of 
half an hour per day of productive time 
would give a company the equivalent of an 
extra man for every fourth deal. 

The various methods of increasing sales- 
men’s efficiency have taken a variety of 
forms, from unloading his non-productive 
work on other people in the company to 


training him to evaluate how much time 
each account is worth. A group of such ideas 
selected from the reports of more than 150 
companies are reviewed in this report. 

The many concrete and practical sugges- 
tions should help to make this report valu- 
able to both sales managers and sales per- 
sonnel. 


BOOKS RECEIVED 


Advertising, by Neil H. Borden. (Chicago: Richard D. 
Irwin, Inc., 1950. Pp. 1050. $6.00.) 

Advertising Practices of Ohio Retailers, by Dorsey For- 
rest. (Columbus, Ohio: The Ohio State University, 
Bureau of Business Research, 1949. Pp. 167. $1.50.) 

Advertising and Editorial Layout, by Matlack Price 
(New York: McGraw-Hill Book Company, 1949. 
Pp. 359. $6.00.) 

Collective Bargaining and Market Control in the New 
York Coat and Suit Industry, by Dwight Edwards 
Robinson. (New York: Columbia University Press, 
1949. Pp. 248. $3.50.) 

Developing and Selling New Products, by Gustav E. 
Larson. (Washington, D. C.: United States Depart- 
ment of Commerce. Pp. 75. $.25.) 

The Commerce of Nations, by J. B. Condliffe. (New 
York: W. W. Norton and Company, Inc., 1950, Pp. 
884. No price given.) 

Graphic Presentation Simplified, by R. R. Lutz. (New 
York: Funk and Wagnalls Company, 1949. Pp. 202. 
$4.00.) 

The History of an Advertising Agency, by Ralph M. 
Hower. (Cambridge, Mass.: Harvard University 
Press, Revised, 1949. Pp. 647. $7.50.) 

How to Increase Daily Newspaper Circulation, by Max 
Eisen. (New York: Columbia University Bookstore, 
1949. Pp. 74. $2.00.) 

How to Organize and Operate a Small Business, by Pearce 
Kelley and Kenneth Lawyer. (Prentice-Hall, Inc., 
Pp. 803. $5.00.) 

Marketing Research Practice, by Donald M. Hobart. 
(New York: The Ronald Press Company, 1950. Pp. 
471. $5.00.) 

Readings in Marketing, by Malcolm P. McNair and 
Harry L. Hansen. (New York: McGraw-Hill Book 
Company, 1949. Pp. 769. $6.00.) 

Theory in Marketing, by Reavis Cox and Wroe Alder- 
son, Editors. (Chicago: Richard D, Irwin, Inc., 1950. 
Pp. 340. $4.50.) 


[Erratum:—In the January, 1950, issue of THE JOURNAL, on page 625, Professor Victor 
Bennett’s connection was incorrectly stated. It should have read “University of Miami.” | 
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A.M.A. Notes 


GEORGE H. BROWN 
Editor 


The New York Conference 


Rumor has it, although the Conference 
Committee has not officially verified the 
figure, that over 1200 people attended the 
December AMA Conference held at the 
Waldorf-Astoria Hotel in New York on De- 
cember 27, 28, and 29. The reason is obvious 
from the program arranged by Program 
Director Victor H. Pelz, which is listed 
below. 

The entire membership is grateful to the 
efficient team which staged this event—Dick 
Moulton, General Conference Chairman; 
Vic Pelz, Program Chairman; Don West, 
National Representative; Paul Titus, Ar- 
rangements; John Coleman, General Con- 
ference Secretary; Frank Coutant, Attend- 
ance Chairman; Frank Cawl, Jr., Exhibits 
Chairman; Chuck Smith, Treasurer; and Au- 
brey Wright, Publicity Chairman. 


Conference Program 


Tuesday, December 27 

9:30 A.M. Consumer Motivation—Wuy Peop.te Buy 

Chairman: Darrell B. Lucas, Professor of Marketing, 
New York University, New York 

“Strategy of Consumer Motivation,” Steuart Hender- 
son Britt, Director of Personnel, formerly Manager 
Research and Merchandising Departments, McCann- 
Erickson Corporation, New York 

“Determination of Factors Influencing Brand Prefer- 
ences,” William F. Brown, Jr., Assistant Professor of 
Marketing, University of California, Los Angeles 

“Symbol and Status Analysis of Why People Buy,” W. 
Lloyd Warner, Professor of Anthropology and 
Sociology, University of Chicago, Chicago 

“Explorations in the Study of Personal Influence,” Paul 
F. Lazarsfeld, Professor of Sociology, Columbia 
University, New York 


12:30 P.M. LuncHEON MEETING 


Chairman: Donald White, Research Supervisor, Young 
and Rubicam; President, New York Chapter, Ameri- 
can Marketing Association .~ 

“The Need for Research in Marketing,” Robert T. 
Haslam, Vice President, Standard Oil Company 
(N. J.) 
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2:30 p.m. Measurinc ConsuMER ATTITUDES AND Pur. 
CHASES 

Chairman: Franklin R. Cawl, Director of Marketing 
and Research, Kudner Agency, Inc., New York 

“Measuring Attitudes Toward Products,” George H, 
Brown, Professor of Marketing, University of Chi- 
cago, Chicago 

“Use of the Intensive Interview in Studying Consumer 
Behavior,” Stephen Withey, Study Director, Insti- 
tute for Social Research, University of Michigan, 
Ann Arbor 

“The Measurement of Consumer Purchases,” John S, 
Monroe, Director of Sales Analysis, General Mills, 
Inc., Minneapolis 

“Controlled Experimentation in Marketing Research,” 
William Applebaum, Assistant General Manager, 
Stop and Shop, Inc., Boston 


7:00 P.M. Dinner MEETING 


Chairman: Harvey W. Huegy, Professor of Marketing, 
University of Illinois, Urbana; President, American 
Marketing Association 

“Marketing and the Public Welfare,” Curtis H. Gager, 
Operating Vice President, General Foods Corpora- 
tion, New York 


Wednesday, December 28 

9:30 A.M., CHALLENGES TO MARKETING 

Chairman: Philip Salisbury, Editor, Sales Management 
Magazine, New York 

“Management’s Challenge to Marketing Research,” 
Robert F. Elder, Vice President, Lever Brothers 
Company, Cambridge 

“The Challenge to Marketing From a High Level of 
National Income,” Arno H. Johnson, Vice President 
and Director of Media and Research, J. Walter 
Thompson Co., New York 

“The Need for Improving Selling,” Paul H. Nystrom, 
President, Limited Price Variety Stores Association, 
Inc., New York 

“New Tools for Sales Management,” Kemp G. Fuller, 
Manager of Marketing, Chase Brass and Copper 
Company, Waterbury 


12:30 P.M. LuncHEON MEETING 

Chairman: Richard H. Moulton, Director of Market 
Research, General Foods Corporation, New York; 
General Chairman, AMA Conference Committee 

“The A & P Story,” John C. Brennan, Vice President, 
the Great Atlantic and Pacific Tea Company, Chicago 


2:30 P.M. CONSUMER PREFERENCES FOR AGRICULTURAL 
Propucrs (Joint meeting of American Farm Eco- 
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nomic Association and American Marketing Associa- 
tion) 

Chairman: Aubrey J. Brown, Professor of Marketing, 
University of Kentucky, Lexington; Chairman, 
Marketing Committee, AFEA 

“Economic Theory Behind Consumer Preference 
Analysis,” Warren C. Waite, University of Minne- 
sota, Minneapolis; President, American Farm 
Economic Association, Washington 

“Methodology for Consumer Preference and Practice 
Studies,” Forrest Clements, Bureau of Agricultural 
Economics, Washington, D. C. 

“Valuation of Research Techniques Used to Measure 
Consumer Preference,” Max Brunk, Cornell Univer- 
sity, Ithaca 

“New Techniques for Consumer Preference Study,” 
Donald R. G. Cowan, Donald R. G. Cowan and 
Associates, Cleveland 


Business Meeting 


The Business Meeting was called to order 
at §:50 P.M. on December 27, 1949 by Presi- 
dent Harvey W. Huegy. 

Secretary George H. Brown presented his 
report. He stated that the Association had, 
as of December 23, 1949, 3,797 individual 
members divided as follows: 


For comparison purposes, he stated that the 
total membership as of December 31, 1948 
was 3,358 representing a net increase of 439 
members for the year 1949. 

He also stated that the sustaining mem- 
aa totalled 33 and listed them as fol- 
ows: 


Akron Chapter 
B. F. Goodrich Company 
Firestone Tire & Rubber Company 
Goodyear Tire & Rubber Company 


Baltimore Chapter 
Davison Chemical Company 


Chicago Chapter 
Armour and Company 
Chicago Tribune 
Miles Laboratories 
Pabst Sales Company 
Standard Rate and Data Service 
Gould, Brown and Sumney, Inc. 


Indiana Chapter 
Eli Lilly Company 


New England Chapter 
Lever Brothers Company 
Stop and Shop, Inc. 


New York Chapter 

Batten, Barton, Durstine and Osborne, 
Inc. 

Bristol-Myers Company 
Crowell-Collier Publishing Company 
Macfadden Publications, Inc. 
McKinsey and Company 
Printers’ Ink Publishing Company 
Standard Oil Company 
This Week Magazine 
Time, Inc. 


New York Times 


Cleveland Chapter 
General Electric Company 


Philadelphia Chapter 
Alderson and Sessions, Inc. 
Curtis Publishing Comapny 
National Analysts 


Tennessee 
Tennessee Eastman 


Twin Cities Chapter 
The Farmer 
General Mills, Inc. 
Modern Medicine Publications 
M and O Paper Company 
Pillsbury Mills, Inc. 


He stated briefly the structure of the 
Central Office staff which numbers four— 
Mrs. Marguerite Julian, Office Supervisor; 
Mrs. Betty Buck, Secretary; Mrs. Ida Kleit- 
man, Bookkeeper; and Mrs. Frances Mark- 
man, Typist. 

The following is a list of future Con- 
ferences: 


July 17, 18, 19, 1950—Palace Hotel, San 
Francisco, Calif. 

December 27, 28, 29, 1950—Congress 
Hotel, Chicago, Il. 

June 1951—Grand Hotel, Mackinac Is- 
land, Michigan 

December, 1951—Boston, Massachusetts 

June, 1952—Netherland Plaza Hotel, 
Cincinnati, Ohio 

December, 1952—Chicago, Illinois 
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Six new chapters were added during 1949 
making a total of 30 as follows: (The six 
new groups are italicized) 


Akron, Baltimore, Central Illinois (Ur- 
bana), Central Ohio (Columbus), Chicago, 
Cincinnati, Cleveland, Denver, Georgia (At- 
lanta), Indiana (Indianapolis), Kansas 
City, Michigan (Detroit), Milwaukee, 
Montreal, New England (Boston), New 
York, Northern California (San Fran- 
cisco), Northern New Jersey, Northern 
Texas (Dallas), Northwestern Ohio (To- 
ledo), Oklahoma (Oklahoma City), Phila- 
delphia, Pittsburgh, Puget Sound (Seat- 
tle), St. Louis, Southern California (Los 
Angeles), Southwest (Wichita), Toronto, 
Twin Cities (Minneapolis-St. Paul), Wash- 
ington (D.C.). 


Treasurer Wilford L. White reported that 
in June the Association adopted a very 
optimistic view on increase in membership, 
which resulted in estimating an income of 
$35,000. The actual dues income was $31,400 
which fell $3,411.57 short of our estimated 
income, thus making a deficit for the year. 

He reported the Association’s current as- 
sets at the end of 1949 as follows: 


$1,525.59 
Investment in bonds (including accrued 
6,231.89 
Objective Fund (including accrued in- 
41434-77 
Fixed Assets (Furniture and Equipment) . 2,240.58 
Total current $14,432.83 


JOURNAL OF MARKETING 


Business Manager for the jourNAL, Rob- 
ert N. King, reported that as of November 
30, 1949, the total assets of the JouRNAL were 
$9,305.92— $6,258.67 in cash and accounts 
receivable, and $3,047.25 invested in U. S. 
Government bonds. For the first eleven 
months, total receipts (regular and Septem- 
ber issue combined) were $18,061.32, and 
total disbursements $18,486.06 showing an 
operating loss of $424.74. 

Mr. King reported that of the total operat- 
ing costs of $18,486.06 for 1949, $12,108.55 
or 66.4 per cent was paid from income earned 
outside the Association. AMA paid $6,377.51 
or 34.6 per cent. 


Mr. King gave a comparison of the sizes 
of the print orders for each issue for the year 
1948 and 1949 showing how the jourNAL has 
grown in number of pages, size of print or- 
ders, and cost of operation. He stated that 
the special supplementary edition on Whole- 
saling which was sponsored by the National 
Association of Wholesalers and subsidized 
by them to the amount of $2,000, cost 
$5,239.10 against which receipts of $5,035.32 
were realized as of November 30, 1949. He 
predicted that when all copies on hand had 
been sold, we would about break even on 
this issue. 

He stated that supplying free reprints to 
JOURNAL authors cost the JOURNAL $423.37. 
The total cost to the yourNAL for all reprints 
was $1,096.00. Those sold and billed for 
$759.00 showing a net loss on this activity of 
$337.00. 

He recommended that the Association in- 
crease its annual payment to the JOURNAL 
from $4,800 to $5,800 which would represent 
$1.61 per member for four issues. 


Mr. Huegy then reported that during 1949 
the following activities were emphasized: 


1) Chapter Formation—six new chapters. 

2) Chapter-National Relations—made stronger by 
increased cooperation of the Central Office. 

3) New Membership—by very active membership 
campaigns which will continue to produce dur- 
ing 1950. 

4) Several pending programs became realities: 

a. Wholesaling issue of the yourNAL 

b. Theory in Marketing (Association-sponsored 
book) 

c. Sustaining Membership Program—33 mem- 
bers, a solid base for future building 

d. Committee on Public Policy which has been 
working toward something which should 
materialize next year. 

e. All committees have continued their splendid 
work, Much of the strength of the Association 
lies in the activity and the work accomplished 
by its committees. 

f. Student Marketing Clubs—AMA-sponsored 
student clubs at 48 universities throughout the 
country is an important and constructive de- 
velopment. 


Mr. Huegy then thanked all committee 
chairmen and committee members for their 
constructive contributions. 

Mr. Lyman Hill made a motion, and Mr. 
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R. D. G. Cowan seconded, that resolution be 
adopted by the Association: 


Resolution Adopted by 
The American Marketing Association 
December 28, 1949 


Whereas, the inclusion of income reports in 
the 1950 census schedule has been subject 
to criticism and attack, and 

Whereas, the inference has been drawn that 
such data have no commercial and market- 
ing significance or value, and 

Whereas, the membership of the American 
Marketing Association is keenly aware of 
the practical utility of comprehensive in- 
come data, and 

Whereas, these data are the more important 
for marketing purposes since rental values 
have become less significant of buying 
power, and 

Whereas, intelligent and informed marketing 
management is of great importance in 
sustaining the flow of production and 
thereby sustaining a high level of employ- 
ment, and 

Whereas, these data are not only in the public 
interest but can most economically be ob- 
tained as an incident to the 17th decennial 
census, and 

Whereas, the operations of the Bureau of the 
Census are fully protected by law to insure 
inviolate secrecy, now 

Therefore, the American Marketing Associa- 
tion, in official meeting at New York City 
this 28th day of December, 1949, has 

Resolved, that the family income information 
provided for in the 1950 census enumera- 
tion should be retained and that the 
Bureau of the Census should be so in- 
formed, for the record. 

Mr. Alderson made a motion that a resolu- 
tion of thanks be drawn up and delivered to 
the New York Chapter for their help in 
making possible this outstandingly success- 
ful conference. The motion was seconded and 
carried, and the Secretary so instructed. 

Mr. Huegy adjourned the meeting at 6:30 
P.M. 


Meeting of the Officers and Board of Directors 
The National officers and directors met on 


December 29, 1949 at the Waldorf-Astoria 
Hotel in New York. The meeting was opened 
at 9:30 by President Huegy. 

The Secretary’s report was presented (as 
in the Business Meeting minutes). Secretary 
George Brown read the Conference schedule 
for the next two years. The Board moved and 
seconded the motion that the Association 
accept the invitation of the Cincinnati 
Chapter to hold its 1952 mid-year Conference 
in that city. 

The following new chapter petitions were 
presented and approved by the Board: 


1. Denver 

2. Georgia (Atlanta) 

3. Northern Texas (Dallas) 

4. Northwestern Ohio (Toledo) 


Treasurer Wilford White presented his re- 
port (see minutes of Business Meeting). 

Business Manager Robert N. Kine pre- 
sented the JOURNAL OF MARKETING report 
(see minutes of Business Meeting). He asked 
for an increase in payment from the Associa- 
tion from $4,800 to $5,800 which was 
granted. 


Editor-in-Chief Ralph Cassady proposed 


that a new section on legislative develop- 
ments be added to the jourNAL. The addi- 
tional costs involved were discussed in de- 
tail. No decision was made. 

Committee Chairmen presented their re- 
ports and recommendations. Copies of these 
reports may be obtained from the Central 
Office, 1525 East 53rd Street, Chicago 15, 
Ill. 

After considerable discussion concerning 
the objectives of the Association, the loca- 
tion of the permanent headquarters, na- 
tional-chapter relation, teacher-business re- 
lations within the Association, Mr. Huegy 
proposed the appointment of a committee to 
do the following: 


1. Explore the purposes and objectives of the A.M.A. 
2. Explore the internal relationship of the A.M.A., i.e. 
a. Chapter-National relationship with particular 
reference to the fiscal and administrative years. 
b. Proportional dues. 
c. Relations with teachers and other occupational 
groups 
3. Explore the nature and purpose of National Con- 
ference and regional meetings. 
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4. In light of the above, to review plans in regard to a 
permanent location. 

5. Develop a statement of the ways and means and 
rate of achievement of objectives described above. 


1950 Budget 


Two budgets were presented by Mr. White 
—one excluding income from sustaining 
membership, and one including such income. 
The Board of Directors voted to adopt the 
budget which included the sustaining mem- 
bership income. This motion received two 
dissenting votes, that of Mr. Everett R. 
Smith, and that of Mr. Wilford White. 


Income: 
Dues 
$33,500.00 
5,000.00 
Miscellaneous Income............... 1,500.00 
$41, 500.00 
Expense: 
$12, 500.00 
Journal of Marketing................ 5,800.00 
1950—Roster Expense............... 5,000.00 
Monthly Bulletin................... 2,000.00 
Chapter Officers Newsletter.......... 500.00 
2,700.00 
Committee Expense................. 2,500.00 
500.00 
2,750.00 
Telephone & Telegraph.............. 400.00 
Miscellaneous Expense.............. 1,000.00 
Depreciation for Equipment......... 260.00 
Contingency Fund.................. 


Sustaining Membership Billing 


The Board approved cyclical billing for 
renewals of sustaining members. 


Foreign Dues 


The question raised by the Canadian chap- 
ters for permission to pay their chapter dues 
in Canadian dollars rather than American 
dollars which would result in smaller income 
to the Association, was considered. It was 
decided that for this year foreign dues should 
be paid in American dollars, but that dis- 
cussions should be continued with Mr. Pay] 
Haynes toward a solution to the problem. 

The meeting was adjourned at 5:00 P.M. 


The Association welcomes the following 
new members who were accepted during the 
period from November 1, 1949 through 
January 31, 1950. 

Aaron, W. H. Jr. 

— Weekly, 326 W. Madison St., Chicago 6, 
Abrahamsen, Martin A. 

CR & SD Farm Credit Adm. U.S. Dept. of Agricul- 

ture, Washington 25, D. C. 
Adams, Leonard W. 
Syracuse Univ., College of Bus. Adm., Syracuse 10, 


Allen, Mrs. Katherine P. 
College of Commerce & Adm., Ohio State University, 
Columbus 10, Ohio 
Anthony, Alan H. 
The Hermitage, Centerville, Md. 
Arant, Roscoe 
Georgia Inst. of Tech., Atlanta, Ga. 
Armstrong, George S. 
George S. Armstrong & Co., Inc., 52 Wall St., New 
York 5, N. Y. 
Atamian, Anthony S., Jr. 
30224 W. 12th St., Los Angeles 6, Calif. 
Avery, Harold G. 
1818 Randolph Rd. Schenectady 8, N. Y. 
Axelson, Ivar 
University of Miami, Miami, Fla. 
Baechler, W. J. 
Univ. of Wis., Sterling Hall, Madison 6, Wis. 
Baeder, Robert W. 
3335 Brookview Blvd., Parma 9, Ohio 
Ballard, Cecil E. 
6508 Plainfield Rd., Cincinnati 13, Ohio 
Barber, Harold D. 
188 W. Exchange St., Akron 3, Ohio 
Bard, Jack J. 
Nat'l Broadcasting Co., 30 Rockefeller Plaza, New 
York 20, N. Y. 
Belofsky, Earle 
1127 N. East Ave., Oak Park, Ill. 
Belser, Howard J., D. A. C. 
Kanto Civil Affaires Region APO 500, c/o P. M. San 
Francisco, Cal. 
Beller, Thomas E. ‘ 
620 F. South Langston, Houston 17, Texas 
Benesch, Charles 
253 W. 85th St., New York 24, N. Y. 
Bennett, Charles 
Sales Age, 706 Chestnut St., St. Louis 1, Mo. 
Berlin, Erma Jeanne 
Campbell-Mithun Adv. Inc., 1370 Northwest Bank 
Bldg., Mpls. 2, Minn. 
Bix, Ira N. 
1238 E. 46th St., Chicago 15, Ill. 
Black, Spalding 
Canadian Industries Ltd., P.O. Box 1<, Montreal, 
Canada 
Blake, William Henry 
Catawba College, Salisbury, N. C. 
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Bobin, William R. 
333 Washington St., McKees Rocks, Pa. 
Boden, Eric 
2915 Jackson St., San Francisco 15, Calif. 
Bodine, James R. 
Merck (NorthAmerica) Inc. 161—6thAve., New York 
13, N. Y. 
Bolan, John J., Jr. 
Penn McLeod & Associates, 3322 White Henry Stuart 
Bldg., Seattle 1, Wash, 
Bosee, J. Kennard, III 
The New = Magazine, 25 W. 43rd St., New York 
18, N. Y. 
Boyd, C. Eugene, Jr. 
The Coca Cola Co., P.O. Box 1734, Atlanta 1, 
Georgia 
Breiger, Ruth 
3133 Rochambeau Ave., Bronx 67, N. Y. 
Broder, Bertram 
70-52—260oth St., Floral Park, N. Y. 
Bromell, John R. 
6306 Reno Road, Washington 15, D. C. 
Brown, Philip 
2017 McKinley St., Philadelphia, Pa. 
Bryan, Frederick T. 
Boston College, Chestnut Hill 67, Mass. 
Bryan, Wilhelmus B., III 
McCann-Erickson, Inc., 50 Rockefeller Plaza, New 
York 20, N. Y. 
Buff, Francis F. 
Siena College, Loudonville, N. Y. 
Burke, Robert J. 
R. J. Burke Adv., Inc., 3208 McKinney Ave., Dallas 
Texas 
Burks, Jack B. 
1903 Homan Ave., Ft. Worth 6, Texas 
Burnett, John D. 
5414 East View Park, Chicago 15, Ill. 
Butler, Karl D. 
1302-18th St., N.W. Washington 6, D. C. 
Byer, Eugene G. 
Commission on Agriculture, Room 514, State Capitol, 
Albany, N. Y. 
Campbell, James L. 
745 B Button Road, Atlanta, Ga. 
Chewning, David L. 
Rich’s, Broad at Alabama, Atlanta 2, Ga. 
Chovan, Philip B. 
U. S. Bureau of the Census, 805 Customs House, 
Philadelphia 2, Pa. 
Claxton, David H. 
4729 Woodlawn Ave., Chicago 15, Ill. 
Cline, Ralph T. 
Cline & Hardesty, Inc., 9350 E. Colfax, Denver, Colo. 
Cole, Robert H. 
Dept. of Economics & Commerce, Univ. of N. C. 
Chapel Hill, N. C. 
Connor, Cecil R. 
Conner Adv. Agency, Inc., 1523 Melton St., Denver 
6, Colo. 
Connell, Robert C. 
2190 Menlo Ave., Menlo Park, Calif. 


Cook, Earl Eugene 
Rich’s, Inc., Broad St., Atlanta 2, Ga. 
Cooper, J. P. 
Westinghouse Air Brake Co., Wilmerding, Pa. 
Corbin, Arnold 
City College Sch. of Business & Civic Adm., 17 
Lexington Ave., New York 10, N. Y. 
Courtney, Kent H. 
5224 Prytania St., New Orleans, 15, La. 
Cox, Eli P., Jr. 
2306 Sabine St., Austin, Texas 
Cronk, Carl P. 
1632 Lauderdale Ave., Lakewood 7, Ohio 
Cunningham, Henry M. 
Automobile Manufacturers Assoc., 830 Transporta- 
tion Bldg., Washington 6, D. C. 
Curvin, Catharine M. 
Esso Standard Oil Co., 15 W. sist St., New York, 
N. Y. 
Daniel, Robert E. 
Pacific Northwest Co., 501 Exchange Bldg., Seattle 
14, Wash. 
Davis, Robert T. 
Tuck School, Dartmouth College, Hanover, N. H. 
Davis, Thomas J. 
1026-15th St., N.W. Apt. 404, Washington 5, D. C. 
de Benedictis, Daniel j. 
Pitney-Bowes, Inc., 230 Congress St., Boston 10, 
Mass. 
Dee, Robert F. 
Beech Aircraft Corp., East Central Ave., Wichita 
Kan. 
Della-Volpe, Armand J. 
Rich’s Inc., Broad St., Atlanta, Ga. 
DeShetler, Robert N. 
National Family Opinion, Inc., 1621 Canton Ave., 
Toledo, Ohio 
de Vegh, Imrie 
Pell, de Vegh & Co., Inc., 1 Wall St., New York 5, 
N. Y. 
Dight, Kenneth W. 
Minneapolis-Honeywell Reg. Co., 5005 Euclid Ave., 
Cleveland, Ohio. 
Dowling, Edgar J. 
Gulf Oil Corp., P.O. Box 1166, Pittsburgh 30, Pa. 
Dozier, Marion 
Dozier Graham Eastman, 906 Bendix Bldg., Los 
Angeles, 15, Calif. 
Duane, John P. 
Interchemical ie -» 432 W. 45th St., New York 19, 
N. Y. 
Dugger, L. M 
The Coca Cola Co., P.O. Box 1734, Atlanta, Ga. 
East, Fremont E. 
College of Bus. Adm., Syracuse University, Syracuse, 
10, N. Y. 
Edelen, Richard R. 
1410 Highland Ave., Rochester 7, N. Y. 
Egner, Chester O. 
Butler Univ., Clarenden Ave., & 46th St. Indianapolis 
7, Ind. 
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Eillsworth, Theodore Dart 
New York Univ., Sch. of Retailing, 24 Waverly Place, 
New York 3, N. Y. 
Eliot, Edward C. 
106 Winthrop St., Cambridge 30, Mass. 
Enders, John W. 
5101—39th Ave., Long Island City 4, N. Y. 
Evans, David T., Jr. 
Gulf Oil Corp., P.O. Box 2140, Houston 1, Tex. 
Farrell, Charles 
St. Joseph’s Coll., Collegeville, Ind. 
Feder, Ernest 
South Dakota State Coll., Brookings, S. D. 
Feinberg, Robert I. 
1151 E, 23rd St., Brooklyn 10, N. Y. 
Field, Maxwell 
New England Shoe & Leather Assoc., 210 Lincoln, 
Boston 11, Mass. 
Finley, George Martin 
The American Weekly, 63 Vesey St., New York 7, 
Fishback, Robert E. 
Paper Art Company, Inc., 3500 N. Arlington, In- 
dianapolis 18, Ind. 
Fitzpatrick, James A. 
1245 N. Broadway, Wichita 5, Kan. 
Fleming, Hugh J. 
4832 Reservoir Rd., Apt. 4, Washington 7, D. C. 
Fluharty, David G. 
H. J. Heinz Co., P.O. Box 57, Pittsburgh, 30, Pa. 
Foote, Miss Frances 
205 E. 42nd St., Macfadden Publ. Inc., New York 17, 
N. Y. 
Forbes, Albert G. 
Crowell-Collier Publishing Co., 250 Park Ave., New 
York 17, N. Y. 
Ford, Charles E. 
Scaife Co., 1245 Oliver Bldg., Pittsburgh, 22, Pa. 
Foss, Warren L. 
M. L. Foss, Inc., 1901 Arapahoe St., P.O. Box 57, 
Denver 1, Colo. 
Flynn, O. Rogers, Jr. 
Seabrook Farms Co., Bridgeton, N. J. 
Friedberg, Robert W. 
c/o Dr. Paul T. Jones, Rt. 5, Lubbock, Tex. 
Fullerton, Charles E. 
Doehla Greeting Cards, Inc., Frankfort St., Fitch- 
burg, Mass. 
Gardner, R. Allan 
Monsanto Chemical Co., 1700 S. 20th St., St. Louis 
4, Mo. 
Gellersted, Wendell H. 
2412 Noyes St., Evanston, Ill. 
Gilmore, William 
Young & Rubicam, Inc., 285 Madison Ave., New 
York 17, N. Y. 
Ginsler, John R. 
gog9 Oxley Rd., Columbus 8, Ohio 
Glube, Richard 
151 South Park St., Halifax 1, Nova Scotia 
Goldish, Sidney S. 
Minneapolis Star & Tribune Co., sth & Portland, 
Minneapolis 15, Minn, 


Goldstein, Miss Rhoda 
2502 Barnes Ave., New York 67, N. Y. 
Goodman, Oscar R. 
Univ. of Wis., Sterling Hall, Madison, Wis. 
Crasher, Howard K. 
Dept. of Bus. Adm. Univ. of Neb., Lincoln 8, Neb. 
Grey, Lester 
University of N. H. Economics Dept. Durham, N. H. 
Grieg, Jack C. 
Spencer Curtiss, Inc., 1134 N. Pennsylvania, Indian- 
apolis 2, Ind. 
Gross, Jack L. 
— Co., 80 Varick St., Box 347, New York, 
Gross, Russell W. 
Doherty, Clifford & Shenfield, 350 Fifth Ave., New 
York, N. Y. 
Gunlogson, Lee 
Carrier Corp., Geddes St. A 
Hall, Archibald Stuart 
Dept. of Economics, Univ. of Ill. Urbana, Ill. 
Hall, Robert Kettering 
Indiana Dept. of State Revenue, 141 S. Meridian St., 
Indianapolis, Ind. 
Hallen, Lois J. 
Luther College, Decorah, Iowa 
Hammer, R. Q. 
Consolidated Products Co., 119 N. Washington Ave., 
Danville, Ill. 
Hansen, James W. 
Dept. of Business Admin., Univ. of Calif., W. Los 
Angeles 24, Calif. 
Hardesty, Jesse L. 
Cline and Hardesty, Inc., 9350 East Colfax, Denver 7, 
Colo. 
Haring, Claire I. (Miss) 
22 Continental Ave., Belleville 9, N. J. 
Haring, Elmore E. 
Batten, Barton, Durstine & Osborn, 1050 Terminal 
Tower, Cleveland 13, Ohio 
Hassing, Francis H. 
J. M. Dain & Co., Band Tower, Minneapolis 2, 
Minn. 
Hathaway, Rodney C. 
1614 Ferndale Pl., Ann Arbor, Mich. 
Healey, W. H. 
General Aniline & Film Corp., 444 Madison Ave., 
New York 22, N. Y. 
Hoffman, Harold 
1850 Ocean Pkwy., Brooklyn, N. Y. 
Hastings, Delbert C. 
School of Business Admin., University of Minn. 
Minneapolis 14, Minn. 
Hegenbarth, Jean Hollis 
Crosley Div. of Arco Mfg. Corp., 1329 Arlington St., 
Cincinnati 29, Ohio 
Hemphill, Perry V. 
No. Dakota Agricultural Coll., State College Sta., 
Fargo, N. Dak. 
Hendrix, Robert E. 
32334 "Rosedale, Dallas, Texas 
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Henninger, John L. 
Claremont Men’s Coll., Pitzer Hall, Room 110, Clare- 
mont, Calif. 
Hexter, Irving B. 
The Industrial Publishing Co., 1240 Ontario St., 
Cleveland 13, Ohio 
Heyman, Joseph K. 
Joseph K. Heyman Co., 503 Candler Bldg., Atlanta, 
G 


a. 
Hobbs, Glenna Hunter 
Pleasant Grove Rd., Zanesville, Ohio 
Howdyshell, Alvin C. 
735 Westerly Rd-Apt. B, Akron 7, Ohio 
Holland, Jack H. 
San Jose State Coll., San Jose 14, Calif. 
Houston, Neil T. 
113 South Hall, Univ. of Calif., Berkeley 4, Calif. 
Humphrey, Clyde W. 
U. S. Office of Education, 4th & Independence S.W., 
Washington 25, D. C. 
Hutchison, Edward K. 
National Tube Co., 1817 Frick Bldg., Pittsburgh 30, 
Pa. 
Irons, Watrous H. Dr. 
Federal Reserve Bank of Dallas, Station K, Dallas 13, 
Texas 
Irvin, Karl E., Jr. 
Foote, Cone & Belding, Inc. 919 N. Michigan Ave., 
Chicago 11, Ill. 
James, R. A. 
630 Elmwood Drive N.E., Atlanta, 6, Ga. 
Jay, Allan V. 
Jay & Graham Research, Inc., 100 E. Ohio St., 
Chicago 11, Ill. 
Jenkins, Mary Traylor (Mrs.) 
71 E. 80th St., New York 21, N. Y. 
Jones, John C. III 
Copley Advertising Agency, 457 Stuart St., Boston 
16, Mass. 
Jordan, H. Grady 
5354 Martel, Dallas, Texas 
Kappler, Charles J. 
32 Summit St., Manchester, Conn. 
Kedzierski, Stanley L. 
2127 Tunlaw Rd. N.W., Washington 5, D. C. 
Keeney, George A. 
Seattle Chamber of Commerce, Secy-Marketing Div., 
215 Columbia St., Seattle 4, Wash. 
Kelley, Milton E. 
University of Georgia, Atlanta Division, 24 Ivy St., 
Atlanta, Ga. 
Kempton, Sylvia (Miss.) 
Canners League of Calif., 64 Pine St., San Francisco 
11, Calif, 
Ketchum, Harold A. 
— Inc., 255 N. Union St., Rochester, 
Kiger, Hugh C. 
CR & S Division, FCA, U. S. Dept. of Agr., Washing- 
ton 25, D.C. 
Kligis, John J. 
218 S, 23rd Ave., Bellwood, Ill. 


Knauth, Oswald 
P.O. Box 132, Beaufort, S. C. 
Kolodny, Saul 
American Sugar Refining Co., 120 Wall St., New 
York, 5, N. Y. 
Kollinger, Sim A., Jr. 
McGraw-Hill Publishing Co., 330 W. 42nd St., New 
York 18, N. Y. 
Korbel, William 
Drexel Institute of Technology, 32nd & Chestnut, 
Philadelphia 4, Pa. 
Krohn, Donald 
1114 Gerard Ave., New York 52, N. Y. 
Kuenne, Robert E. 
20 Brown St., Cambridge, Mass. 
Larrabee, C. B. 
Printers’ Ink Publishing Co., 205 E. 42nd St., New 
York 7, N. Y. 
Lasher, Alfred W. Jr. 
J. Weingarten, Inc., 600 Lockwood Drive, Houston 
11, Texas 
Lawson, Norman 
The Colorado Fuel & Iron Corp., P.O. Box 1920, 
Denver 1, Colo. 
Leifeste, Sam 
University of Texas, 215 Waggner Hall, Austin, Texas 
Leonard, John H. 
75 St. James Terrace, Yonkers 4, N. Y. 
Lerch, Walter W. 
Seymour Wallas Co., 1200 S. 8th St., St. Louis 13, 
Mo. 
Levinstein, Morton 
A. W. L. Advertising Agency, 8 E. Pleasant St., 
Baltimore 2, Md. 
Lew, Calvin 
2303—16th Ave. South, Seattle 44, Wash. 
Lindquist, J. Wayne 
U. S. Steel Corp. of Delaware, 436—7th Ave., Pitts- 
burgh 30, Pa. 
Lindner, Dudley 
Hearst Advertising Services, 701 Hearst Bldg., San 
Francisco, Calif. 
List, Harold L. Jr. 
714 W. Penn St., Butler, Pa. 
Littwin, Edwin M. 
Pace College, 225 Broadway, New York 7, N. Y. 
Loughran, Vernon 
University of Colorado, Boulder, Colo. 
Louth, John D. 
McKinsey & Co., 235 Montgomery, San Francisco 4, 
Calif. 
Mac Lennan, John Ross 
310 E. ssth St., New York 22, N. Y. 
Madsen, Marshall S. 
12 Bailey St., W. Somerville 44, Mass. 
Mann, Hazel P. (Miss) 
H. P. Mann Research Associates, 2410 E. 79th St., 
Chicago 49, Ill. 
Sister Mary Martha, C. & J. 
Fontbonne College, Wydown & Big Bend, St. Louis 
5, Mo. 
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Martin, Johns C, 
G.M.C. Truck & Coach Div., S. Blvd.-Plant #2, 
Pontiac, Mich. 
McAdam, Robert C. 
James B. Clow & Sons, 201 N. Talman Ave., Chicago 
12, Ill. 
McCann, Charles B. 
Ruthrauff & Ryan, Inc. 360 N. Michigan Ave., 
Chicago 1, Ill. 
McGowan, Dorothy L. (Miss) 
Macfadden Publications, Inc., 205 E. 42nd St., New 
York 17, N. Y. 
McHenry, Winston E. 
University of Toledo, 2801 W. Bancroft, Toledo 6, 
Ohio 
McWilliams, Robert B. 
Galen E. Broyles Co., 713 Mid Sav. Bldg., Denver 2, 
Colo. 
Merrill, George L. 
3544 Hillcrest Dr., Los Angeles 16, Calif. 
Meyer, Fred H. 
Methods Engineering Council, 822 Wood St., Pitts- 
burgh 21, Pa. 
Miller, Calvin R. 
260 Riverside Dr., New York 25, N. Y. 
Miller, Guernie H. 
Reuben H. Donnelley Corp., 401 N. Broad St., Phila- 
delphia 8, Pa. 
Miller, John G. 
709 McLean, Pekin, Ill. 
Millington, Herbert 
313 Manor Place, Coral Gables, Fla. 
Minter, Cleo (Mrs.) 
2516 N. Hudson, Oklahoma City, Okla. 
Moehlmann, Henry J. 
502 S. Yorkstown, Tulsa, Okla. 
Monroe, John S. 
General Mills, Inc. 4oo—2nd Ave. S., Minneapolis 1, 
Minn. 
Montgomery, George P. 
94 Fourth St., Garden City, N. Y. 
Moorby, John Wilson 
Gruneau Research Ltd., 2052 St. Catherine St. W., 
Montreal, Canada 
Morse, Henry L. 
Toledo Trust Company, 245 Summit, Toledo 3, Ohio 
Moss, Bernard 
322 E. 173 St., New York 57, N. Y. 
Mossman, Frank H. 
Dept. of Marketing, School of Business, Western 
Reserve Univ., Cleveland 14, Ohio 
Muhleman, Thomas M. 
Gulf Oil Corporation, P.O, Box 1166, Pittsburgh 30, 
Pa. 
Muldoon, Eugene P. Jr. 
13021 Wilshire Drive, Detroit 5, Mich. 
Mullin, Stanley H. 
Pace College, 225 Broadway, New York 7, N. Y. 
Nervik, Ottar 
Dept. of Economics, South Dakota State Coll., 
Brookings, S. Dak. 


Nicholas, Edward I. 
Nash-Kelvinator Sales Corp., 14250 Plymouth Rd, 
Detroit, Mich. (32) 
Noah, Frederick A. 
Koppers Company, Inc., 2112 Koppers Bldg., Pitts. 
burgh 19, Pa. 
North, Mary Helen 
Univ. of Okla., Faculty Exchange-Box 326, Norman, 
Okla. 
Nyberg, Batt 
4 Francis Ave., Cambridge, Mass. 
Odhner, Lyal D. 
Pennsylvania Chain Store Council, 808 Liberty 
Trust Bldg., Broad & Arch Sts., Philadelphia, Pa. 
O’Donnell, C. J. 
Univ. of Calif., Los Angeles 24, Calif. 
Olsen, Robert A. 
130-55 232 St., Laurelton, N. Y. 
Osler, William H. 
504 Walnut Lane, Swarthmore, Pa. 
Otis, George G. 
Erwin, Wasey & Co., 420 Lexington Ave., New York 
17, N. Y. 
Owen, Arthur L. 
National Livestock Producers Assoc., 139 N. Clark 
St., Chicago 2, Ill. 
Owre, Martha Palm 
708 W. roth St., Austin 21, Texas 
Parker, Glen L. 
920 Washington Ave., Oakmont, Pa. 
Parks, James E. 
Box 92, University, Miss. 
Patch, Ralph B. 
Glen Miller Advertising Inc., 8 S. Michigan, Chicago, 
ill. 
Pearlmutter, Morris 
Edison Bros. Stores, Inc., 315 Washington Ave., St. 
Louis 2, Mo. 
Pearson, Karl G. 
Upsala College, 345 Prospect St., East Orange, N. J. 
Perdue, Richard M. 
3639 Binkley, Dallas 5, Texas 
Peter, Paul F. 
Frazier & Peter, 724 Bond Bldg., Washington 3, D.C. 
Peters, William S. 
Statistics Dept.-_Wharton School, Univ. of Pa., 
Philadelphia 4, Pa. 
Phillips, Marion C. 
Box 174, North Campus, Norman, Okla. 
Pitcairn, Robert A. 
Gulf Oil Corp., P.O. Box 1166, Pittsburgh 30, Pa. 
Pokrovsky, Joao 
Rua David Campista 132, Jardim Paulista, Sao 
Paulo, Brazil 
Posthumus, Gerald G. 
830 Deery St., Knoxville, Tenn. 
Powers, John Raymond Jr. 
Boston Post, Res. Dept. 259 Washington St., Boston 
6, Mass. 
Price, W. Kimbell 
Rich’s Inc., Atlanta, Ga. 
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Pollard, R. S. 
Yarmall-Waring Co., 102 E. Mermaid Lane, Phila- 
delphia 18, Pa. 
Polsemen, Benjamin A. 
Publicker Industries, Inc., 1429 Walnut St., Phila- 
delphia 2, Pa. 
Prince, Charles 
2. E. 86th St., New York 28, N. Y. 
Publicker, Robert B. 
Publicker Industries, Inc., 1429 Walnut St., Phila- 
delphia 2, Pa. 
Pulse, Marie 
447 S. Kenilworth, Oak Park, Ill. 
Purdie, James A. 
H., J. Heinz Co., Pittsburgh 57, Pa. 
Rahikka, M. Schlorek (Mrs.) 
NBC, 30 Rockefeller Plaza, New York 20, N. Y. 
Rahn, Henry W. 
Southern Alkali Corp., Corpus Christi, Tex. 
Reed, Lawrence F. 
Univ. of Toledo, Toledo 6, Ohio 
Reynolds, Hugh E. 
Francisco Films, 222 N. Michigan Ave., Chicago 1, 
Richards, Kenneth L. 
Bradley Univ., 201 S. Institute Place, Peoria s, Ill. 
Riso, Ovid 
Philco International Corp., 50 Broadway, New York, 
N. Y. 
Robisoy, J. E. 
Textron, Inc., 401 Fifth Ave., New York 16, N. Y. 
Rochester, Harry A. 
4801 Connecticut Ave., N.W., New York, N. Y. 
Roddick, Harrison A. 
McKinsey & Co., 208 S. LaSalle St., Chicago 4, Ill. 
Roden, Carl Christian 
—— Inc., 1036 University Ave., Berkeley 
2, Calif. 
Rollins, Mabel A. 
N.Y.S. College of Home Economics, Cornell Univer- 
sity, Ithaca, N. Y. 
Rotegard, Karl E. 
Gulf Oil Corp., Gulf Bldg., Pittsburgh 30, Pa. 
Russakoff, J. M. 
wer Advertising, 5 E. goth St., New York 16, 
Rustia, Manuel S. 
304 Trade & Commerce Bldg., 123 Juan Luna St., 
Manila, Philippines 
Saltzman, Lloyd R. 
Denver University, 211-15th, Denver, Colo. 
Sandness, Ina J. (Miss.) 
P.O. Box 1453, Oakland 4, Calif. 
Sauerlender, Owen Helwig 
300 S. Goodwin, Urbana, IIl. 
Scheetz, John F. 
Hercules Powder Co., Wilmington 99, Del. 
Schlefer, William 
320 West End Ave., New York 23, N. Y. 
Schlotter, Charles 
Carnegie-Illinois Steel Corp., Carnegie Bldg., Pitts- 
burgh 30, Pa. F 
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Scholz, Charles Jr. 
B. F. Goodrich Co., 500 S. Main St., Akron, Ohio 
Schonberger, Robert E. 


National Family Opinion, Inc. 1621 Canton St., 
Toledo 2, Ohio 
Schueler, Louis E. 
The Toni Co., Merchandise Mart, Chicago 53, Ill. 
Schwartz, Robert A. 
Advertising Distributors of American, 624 S. Mich. 
Ave., Chicago 5, Ill. 
Schwartzstein, Esther 
go N. Stanworth Dr., Princeton, N. J. 
Sorggs, Claud L. 
Purchasing Section, Co-op Research & Sv. Div., 
Farm Credit Adm., Washington 25, D. C. 
Shagam, Saul 
1367 E. 53rd St., Chicago 15, Ill. 
Sharp, Luther 
Texas Chain Stores Association, 605 Great Nat'l Life 
Bldg., 1604 Main St., Dallas, Texas 
Sheldon, Elmer Eugene 
600 E. Tremont, Charlotte 3, N. C. 
Sideris, George K. E. 
242 Cedar St., Manchester, N. H. 
Skilliter, Lowell W. 
Toledo Trust Company, 245 Summit St., Toledo 3, 
Ohio 
Smalley, Dorothy C. 
S. W. Wilkerson & Assoc., 2121 Land Title Bldg., 
Philadelphia 10, Pa. 
Smith, Dilam M. K. 
Opinion Research Corp., 44 Nassau St., Princeton, 
N. J. 
Smith, Edward M. 
Koppers Company, Inc., 2112 Koppers Bldg., Pitts- 
burgh 19, Pa. 
Smith, Richard W. 
Lehigh Univ., College of Bus. Adm., Bethlehem, Pa. 
Soper, Goodreau 
5214 Nahant St., Washington 16, D. C. 
Steele, A. Thornton 
Drake Univ., Des Moines 11, Iowa 
Stern, Erwin 
Robert S. Conlan & Assoc., Inc., 928 Main St., 
Kansas City, Mo. 
Sternfeld, Arlene Ziman 
National Analysts, Inc., 1425 Chestnut St., Phila- 
delphia, Pa. 
Shaw, Steven John 
261 North First St., South Miami, Fla. 
Strand, Carl B. 
The State University of Iowa, 301-D University 
Hall, lowa City, lowa 
Stretcher, Edwin E. 
c/o Pace College, 225 Broadway, New York 7, N. Y. 
Stuart, Edwin H. 
422 First Ave., Pittsburgh 19, Pa. 
Sugg, E. Lee 
Niemann Apts. D-15, Norman, Okla. 
Sullivan, Thomas A. 
Corneil & Sullivan, Inc., 666 Lake Shore Dr., Chicago 
11, Ill. 
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Swanson, A. Kenneth 
College of Bus. Admin., Boston University, 685 Com- 
monwealth Ave., Boston 15, Mass. 
Taylor, Charles T. 
Federal Reserve Bank, 104 Marietta St., N.W., 
Atlanta, Ga. 
Tenney, Harold 
Beeson-Faller-Reichert, Inc., 608 Toledo Trust Bldg., 
Toledo, Ohio 
Terry, Walter E. 
U.S.C., University Park, Los Angeles, 7, Calif. 
Thomas, Roger A. 
10 Leland Road, Natick, Mass. 
Thompson, Joseph 
603 W. Church St., Champaign, IIl. 
Thursby, Karl E, 
School of Business, Univ. of Idaho, Moscow, Idaho 
Toth, Walter J. Jr. 
2110 Hunting Park Ave., Philadelphia 40, Pa. 
Traub, Eugene W. 
William S. Merrell Co., Cincinnati 15, Ohio 
Trumbull, Clara E. (Mrs.) 
National Family Opinion, Inc., 1621 Canton, Toledo, 
Ohio 
Trumbull, Jack Arthur 
National Family Opinion, Inc. 1621 Canton, Toledo, 
Ohio 
Tull, Donald S. 
1620 Parkline Dr., Pittsburgh 27, Pa. 
Twedt, Dik Warren 
1414 Isabella, Evanston, Ill. 
Wachter, John G. 
4911 2nd Ave. S., Minneapolis 9, Minn. 
Wagner, F. Norman 
Spray Coffee Co., 2110 Market, Denver, Colo. 
Wakefield, Richard J. 
664 N. Dawson Ave., Columbus, 3, Ohio 
Walker, Claude 
28 Shepperd, Raleigh, N. C. 
Walker, Mrs. Frank D. 
666 E. 62nd St., Indianapolis 20, Ind. 


Wallgren, Ann (Miss.) 
Akron Public Library, Summit & E. Market Sts,, 
Akron 8, Ohio 
Walsh, Stuart Perry 
Industrial Survey Assoc., 605 Market St., San Fran. 
cisco 5, Calif. 
Walter, Elbert Hall 
Box 1886, Port Neches, Texas. 
Ward, Howard 
Olin Industries, Inc., E. Alton, Ill. 
Washburn, Dorothy S. 
4000 Baltimore Ave., Philadelphia 4, Pa. 
Waterman, R. L. 
W. T. Grant Co., 203 Palmer Bldg., Atlanta 1, Ga, 
Watson, A. M. 
The Pure Oil Co., 35 E. Wacker Dr., Chicago, Ill. 
Weeks, D. H. 
Nebraska Wesleyan Univ., Lincoln 4, Nebr. 
Werner, Lillian (Mrs.) 
School of Business, Univ. of Minn., Minneapolis, 
Minn. 
West, Fred 
835 Cook St., Denver, Colo. 
Westerlund, Barton A. 
P. O. Box 233-University Br., Miami 46, Fla. 
Whiting, Richard J. 
University of Portland, Portland 3, Ore. 
Wilbur, Richard H. 
Kendall Mills, Walpole, Mass. 
Wilcox, D. Gifford 
Utilities Distributors, Inc., P.O. Box 1937-Thomp- 
son’s Pt., Portland 2, Maine 
Wilkie, William W. 
H. J. Heinz-Sales Research, Box 57, Pittsburgh 30, 
Pa. 
Wilson, Ralph D. 
MacMurray College, Jacksonville, Ill. 
Winterton, T. G. Jr. 
Carnegie-Illinois Steel Corp., Pittsburgh 30, Pa. 
Wingersky, Barry G. 
213 Newbury St., Boston, Mass. 
Woods, Robert M. 
St. Mary’s College, Winona, Minn. 
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We take pleasure in announcing the 
appointment of Dr. William G. Madow, 
Professor of Mathematical Statistics, Uni- 
versity of Illinois, as our consulting statisti- 
cian. Professor Madow was previously 
a member of the survey staff, Bureau of 
Census, Washington, D.C. 


We also announce the appoint- 
ment of Robert Graef as our 
Southwestern Manager with offices 
at 1414 Electric Building, Ft. 
Worth, Texas. Telephone: 2-8457 


Gould éx Sumney, 


Market Research—Sales Analysis—Sales Planning 
321 Plymouth Court—Chicago 4 
Telephone: Wabash 2-7604 
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For. fall (lassez... Teacher Manual for 


Principles of Retailing 


By FRED M. JONES 
University of Illinois 


teaching suggestions. 


Text, 651 pages, $5.00. 


Send for an examination copy 


For this outstanding text, an additional teaching aid is being developed in time 
for classes starting next fall. This TEACHER MANUAL will include chapter 
outlines, answers to problems, multiple-choice questions, bibliographies, and 


The text itself has been found eminently teachable, and has an impressive list 
of adoptions from outstanding institutions throughout the country. It treats 
fully the problems of small stores as well as those of large department stores. 


PITMAN puvusuisHnc corp., 2 W. 45 St., New York 19 


ACCEPTANCE SAMPLING 


A Symposium 
available March 1950—$1.50 


ACCEPTANCE SAMPLING BY ATTRIBUTES 


ACCEPTANCE SAMPLING BY VARIABLES 
Acceptance Sampling by Variables, with Special Reference to the Case in which Quality is 


Measured by Average or Dispersion J. H. Curtiss 
Use of Variables in Acceptance Inspection for Present Defective ................0. W. Allen Wallis 


AMERICAN STATISTICAL ASSOCIATION 
1603 K Street, N. W., Washington 6, D.C. 
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two now texts — 


ADVERTISING: TEXT AND CASES 


BY NEIL H. BORDEN 


HARVARD UNIVERSITY 


The immediate acceptance this new book has received by schools throughout the country indicates 
the need for an advertising text which combines both text and case material. Advertising in its many 
aspects is portrayed realistically for the student through the study of well-chosen cases focussed upon 
the knowledge of how to use advertising economically and effectively. The text material provides 
the student with background information and guidance in his study. With its emphasis upon the 
problems of the business man, this book provides ample opportunity for the student to delve into 
specific business situations and to recommend necessary action to accomplish the objectives of the 
companies being studied. The student is placed in the role of the executive with decisions to make on 
all matters directly concerned with advertising. Colleges and universities now using this text in- 
clude: Bryant College, Cleveland College, College of the Pacific, Columbia University, Drake Uni- 
versity, Hofstra College, Northeastern University, Northwestern University, St. Louis University, 
San Diego State College, Southern Methodist University, Stanford University, Utica College of 
Syracuse, Xavier University, and the universities of Connecticut, Florida, Kansas, Kentucky, Miami, 
Minnesota, Notre Dame, Oklahoma, Washington, and Wisconsin. 


1050 Pages 


College Price $6.00 


THEORY IN MARKETING 


EDITED BY REAVIS COX, WHARTON SCHOOL OF FINANCE AND COMMERCE 
AND WROE ALDERSON, ALDERSON AND SESSIONS 


Here is a book that presents a broad approach to the study of marketing theory which should stimu- 
late the reader to achieve a better understanding of the nature, purposes, and organization of market- 
ing. The points of view expressed by contributors to this volume range from those who feel that 
marketing theorems of adequate scope can be drawn from current economic theory, to those who are 
finding new starting points among the sciences of human behavior. The essays included fall naturally 
into four main groups: New Concepts for Marketing; Marketing Theory and Economic Theory; 
Competition and Public Policy; and Sharpening the Tools of Analysis. Each contributor is a recog- 
nized authority in his field, and for this reason the book reflects some of the best original thinking 
on marketing theory today. Every marketing instructor will want to include a copy of this out- 
standing volume in his own personal library. Suitable for use in advanced undergraduate courses, 
this book has been adopted by such colleges and universities as: Bridgewater College, DePaul 
University, John Hopkins University, Middlebury College, Mississippi State College, New York 
University, Northwestern University, St. John’s University, Westminster College, and the universities 
of Buffalo, Chicago, Pennsylvania, and Texas. 


338 Pages 


College Price $4.50 
Send for your examination copics 
RICHARD D. IRWIN, INC. 


3201 SOUTH MICHIGAN AVENUE CHICAGO 16, ILLINOIS 
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A Major Name in 
TABULATING EFFICIENCY 


Staffed by Experts 
in Tabulating T echniques i... 


Ready to Satisfy Your 
Marketing Survey Needs... 


154 Nassau Street, New York 7, N. 
Digby 9-013) 
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JOHN FELIX ASSOCIATES, Ine. 


Statistical and Tabulating Service 
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JOHN FELIX ASSOCIATES, Inc. 


JOHN FELIX ASSOCIATES, Inc. 
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Practical 


is the word for Harry P. Bridge’s 
Practical Advertising 


“This is not only a new book, but its ideas too are up to date on current advertising 
practices, which is important in this extremely dynamic field. One is impressed by 
Mr. Bridge’s realistic knowledge of his field and his fine ability to present it. PRAC- 
TICAL ADVERTISING is a welcome addition to the business bookshelf.” David 


J. Luck in Current Economic Comment. 


“Of great value to student, teacher, and practitioner as a referet.ce volume on many 
of the technical aspects of advertising. It contains a storehouse of knowledge about 
advertising that could only have been assembled by a man with long and practical 
experience in the varied aspects of modern advertising.” John V. Lund in JOUR- 
NALISM QUARTERLY 


“If this isn’t the advertising bargain of the year, it’s a mystery what is. Mr. Bridge 
sets forth in vivid, simple terms the principles and techniques of practical advertis- 
ing. He covers every phase of the profession, including newspaper and magazine, 
trade and industrial, agency advertising, radio and television.” Richard Wyman in 
The Executive 


“This is one of the best, if not THE best, textbook in the field of business administra- 
tion I’ve ever seen. And I don’t mean just advertising. You are to be warmly com- 
plimented . . . the more I read it the better I like it.” Professor Stephen B. Miles, 
Jt., Armstrong College 


college edition, 842 pages, $5.00 
if you conduct a course in advertising, please 
write for complimentary examination copy 


RINEHART & COMPANY 


32 madison ave. new york 16 
Please mention the JouRNAL OF MARKETING in writing advertisers 
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You couldn’t ask for better attention to your marketing 
research tabulation needs than you'll get 

from STATISTICAL. 

This experienced organization gives you the kind of 
personal service you would expect from a department 

of your own, but you have none of the headaches of hiring 
and training, equipment standing idle, overtime, etc. 


With the largest and most diversified independent 
punched-card tabulating service in the country, 
STATISTICAL offers you accuracy with speed and economy 
on every phase of the job. This includes Vari-Typing, 
coding and editing, punching, verification, preparation 

of tables, tabulating, percentaging and typing. 


In any emergency or for your regular requirements, 
it will pay you to call our nearest office. 


STATISTICAL TABULATING COMPANY 


Established 1933 © M. R. Notaro, President 


CHICAGO 4, 53 W. Jackson Bivd., Phone HA 7-2700 
NEW YORK 4, 50 Broadway, Phone WH 3-8383 
ST. LOUIS 1, Arcade Building, Phone CH 5284 


Please mention the JounNAL oF MARKETING in writing advertisers 


Just What The 

MARKETING RESEARCH TABULATIONS & | 

| 

‘ 

| 
| 
a 
~ 
W 
4 
re 


Four helps to efficient advertising 
and sales methods 


CASE HISTORIES OF SUCCESSFUL ADVERTISING 


By Printer’s Ink Editors and Contributors 71 case histories representing a variety of business fields. 
Each problem is clearly stated, its solution outlined, and its specific immediate or long-range results 
shown. It covers thoroughly the markets, media and methods used. Some of the problems include 

. introducing a new product; building a year-round demand; selling a technical product to 
technical personnel ; building up sales in-a-hurry at low cost; using advertising to sell a company 
to its community. 65 illustrations. Printer’s Ink Business Bookshelf. $4.75 


CUTTING SALES COSTS 


Based on initial findings of the Printer’s Ink Sales Executive Clinic and outstanding-result stories 
by Printer’s Ink Editors and Contributors. Containing more than 800 economy devices, this book 
is written for everyone who makes something to sell and those who sell and merchandise it to the 
buyer. Listing 97 definite ways to cut selling costs, the book stresses one economy device after 
another from the most efficient tie-ins with newest developments in selling (such as the Keedoozle 
Store, Robot Selling, Shopping Centers, Chain-stores, Super Department-Variety Stores, Self-Service 
Centers etc.) to money and time-savers in areas affecting distributor, dealer, salesman and retail 
salesman. 158 illustrations. Printer’s Ink Business Bookshelf. $5.00 


HOW TO SELL TO LATIN AMERICA 


By Abram A. Preciado, expert on the trade situations in Latin America. This book offers the 
foundation for a well-rounded understanding of the problems involved in developing a Latin 
American market. It provides information on the opportunities in Latin America for the adven- 
turous businessman: market reports on each of the Latin American countries; a complete back- 
ground on the techniques of exporting to Latin America; summarizes international trade and 
financial agreements with five tables including par value of currencies, 

A Modern Industry Book. $4.00 


PRINTERS’ INK SALES IDEA BOOK 


By Printer’s Ink Editors and Contributors. Here, in one book are 479 of the best tested ideas for 
increasing sales selected from the combined selling experience of the editors of Printet’s Ink and 
more than 100 of its leading contributors. The ideas have been carefully selected from more than 
13,000 and only those proved successful are presented in concise, factual how-to-do-it form. 
Covers 152 ideas for selling in person; 100 ideas for selling by mail; 139 ideas for selling in print; 
plus 88 extra selling suggestions. About 400 pages. Printer’s Ink Business Bookshelf. $5.00 


Send for examination copies on approval. 


FUNK & WAGNALLS COMPANY 153 cost 24th Street New York 10, N.Y. 
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1949-1950 
now available 


The Service-Ads of many media, lo- 
cated near the data listed for the areas 
they serve, offer valuable supplemen- 
tary information. 


A complete, reliable, up-to-date compilation of market data for 
all states, counties, and incorporated cities of 5,000 and over. 


The 1949-1950 sRps CONSUMER MARKETS pro- 
vides marketing, sales, advertising, and media 
executives with the statistical factors they 
require for planning distribution, sales, and 
advertising in today’s changing, competitive 
markets, 


It presents 1948 estimates of population, 
households, per household and per capita 
relationships, radio homes, retail sales, in- 
comes, farm and industrial activity and all 
other important indices regularly used in 
market and media research. All data is from 
government and other reliable sources; esti- 
mates are the work of Walter P. Burn, well- 


known marketing consultant and statistician. 


Standard format makes use easy 


States appear alphabetically. First, under each 
state, a special market map shows counties, 
cities, county seats, radio and/or newspaper 
locations. 


Each state map is immediately followed by 
the state data. Then the county data. Then 
the city data. Counties and cities are cross- 
referenced to the map and all cities of 250,000 
or over are covered by detailed maps showing 
their environs, 


You can extract any specific index, or you can 
get a complete picture of the economic make- 
up of any local market in the U.S.A., the 
U. S. Territories and Possessions, Canada, 
and the Philippines. 


Qne agency executive has called srps con- 
SUMER MARKETS “a practical marketing de- 
partment in one volume.” 


The 1949-1950 Edition was mailed to all 
STANDARD RATE subscribers with the 
September 1949 Newspaper and Radio Sec- 
tions. Single copies are still available at $5.00 
each. 
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Partial summary of SRDS CONSUMER MARKETS 


data for each state, county, city, and incorporated 
urban area of 5,000 or over. 


All data are presented in such a manner as to 
permit you to build up your own picture of 
local distribution, sales, or advertising needs. 


1948 population estimates, farm and urban, are 
based on federal and state government sources. 
Rigid inspection of all estimates performed 
for each county and its contained cities, vil- 
lages, and farm areas assures the utmost re- 
liability. 

Retail sales estimates, county and city, by 9 
commodity classes as defined by the Bureau of 
the Census. Shows relationships to 1940 Census 
figures; computes the retail sales index of 
— and reports per capita/per household 

es. 


Retail outlets are reported for all states and all 
major counties, by types and locations, 

Farm activity includes extensive analysis of farm 
income (per household/per capita) , population, 
households, radio homes; and reports selected 
from 1945 Census of Agriculture information 
on farm sizes and values. 


Industrial activity, in addition to Social Security 
Administration data, includes 1947 average 
weekly wages for all counties and, for the 
major counties, gives the principal manufactur- 
ing industries. 

Buying power index in dollars for all states and 
for 400 major trading areas—January and July 
1948, January 1949. 

Other qualitative factors such as residential 
telephones, rural level-of-living index, postal re- 
ceipts, bank deposits. 


Walter E. 'Botthof, Publisher 


CONSUMER MARKETS 


Some reported uses 


Here are some of the uses marketing, 
sales, and advertising people have 
reported for SRDS CONSUMER MARKETS 


333 North Michigan Ave., Chicago I, 
San Franciseo = Los Angeles 


Looking for markets to expand a 
business.” 


“To help figure out coverage pat- 
terns.” 


“To determine best trading areas.” 


“Market study preliminary to 
launching a new product.” 


“Constant usage to get complete 
basic information on markets.” 


“For checking data for small cities 
and towns.” 


“Selection of key cities for promo- 
tion.” 


“As a marketing guide in the se- 
lection of local media, and alloca- 
tion of budget.” 


“County data for newspaper cover- 
age and test advertising.” 


“Placing of advertising in prop- 
erly populated localities, farm 
and industrial centers.” 


“Planning tests for local news- 
paper advertising.” 


“For originating presentations and 
plans for our clients.” 
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MARKETING: PRINCIPLES AND METHODS 
BY CHARLES F. PHILLIPS, BATES COLLEGE—DELBERT J. DUNCAN, CORNELL UNIVERSITY 
Written with the consumer approach to the subject, this text begins with a study of the consumer him- 
self and the marketing of consumers’ goods in the retail field. Then it stresses the many problems involved 


in wholesaling and selling by manufactures with emphasis upon the application of fundamental economic 
analysis to marketing. 739 Pages. College Price $5.00. 


MARKETING BY MANUFACTURERS 
BY CHARLES F. PHILLIPS, BATES COLLEGE 
The work of eleven leading marketing specialists has gone into this volume to make it one of the most 
thorough studies of the problems involved in the marketing of manufactured goods. It is an effective 


integration of the theory and the practice of marketing and the business organization needed to accomplish 
the marketing function. 639 Pages. College Price $5.00. 


PLANNING THE PRODUCT 
BY DUDLEY M. PHELPS, UNIVERSITY OF MICHIGAN 
This is a concise yet comprehensive survey of product planning. The fundamental factors which govern the 


planning of new products and the improvement of existing products are analyzed in terms of planning 


res ibility as well as from the standpoint of the needs and desires of the ultimate consumer. 310 Pages. 
ege Price $4.00. 


REVISED EDITION 


RETAILING: PRINCIPLES AND METHODS 
BY DELBERT J. DUNCAN, CORNELL UNIVERSITY—CHARLES F, PHILLIPS, BATES COLLEGE 
This outstanding book has played an important part in the education of ——— students for many years. 


It presents a thorough, practical understanding of the structure of retailing and the variety of ems 
associated with various types of retail stores. 746 Pages. College Price $5.00. 


PROCUREMENT: PRINCIPLES AND METHODS 
BY HOWARD T. LEWIS, HARVARD UNIVERSITY 
The well-balanced combination in this text of excellent subject matter on procurement and 43 carefully 


chosen cases has made it one of the most successful texts in its field. Written from an aggressive point of 


view, it covers the function of procurement as it pertains to manufacturers engaged in private industry. 
756 Pages. College Price $5.00. 


THIRD EDITION 
ADVERTISING: THEORY AND PRACTICE 


BY C. H. SANDAGE, UNIVERSITY OF ILLINOIS 


Maintaining a broad coverage of the field of advertising, this text includes discussions of the background 
and scope of oe techniques and practical treatment of copy, layout, reproduction, and media; 


and methods of cond and testing the effectiveness of advertising and campaigns. 780 Pages. 
College Price $5.00. 


THE ECONOMIC EFFECTS OF ADVERTISING 


BY NEIL H. BORDEN, HARVARD UNIVERSITY 


Based upon years of research, this text reveals an authentic picture of the role which advertising and 
aggressive selling play in our economy, and its effect on such factors as: demand, cost, price, range of 
products, quality and consumer choice of products and services, and on investment and volume of income. 
988 Pages. College Price $6.00. 


ADVERTISING IN OUR ECONOMY 


BY NEIL H. BORDEN, HARVARD UNIVERSITY 


A brief and simplified version of ECONOMIC EFFECTS OF ADVERTISING outlining the measured 
results of advertising and ——_ selling in a competitive market Bad gone in this book. It is admir- 
un i rela 


~~ — to the needs dergraduate courses in advertising ted fields. 301 Pages. College 
ce $4.00. 


Send for your examination copies 


RICHARD D. IRWIN, [INC. 


3201 SOUTH MICHIGAN AVENUE CHICAGO 16, ILLINOIS 
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Which one are you behind 


F YOU'RE responsible for facts and figures 
in one or more of the departments above, 
we think you will be interested in this: 
We can do your tabulating work in much less 
time than is required by a normally compe- 
tent staff... and most likely, at less cost! 


So turn to us—as so many advertisers, pub- 
lishers and radio people do—for tabulating 
service in connection with Sales Analyses. . . . 


Questionnaires for research on Markets, Prod- 
ucts, Public Relations, and Industrial Rela- 
tions. 

ALSO: Magazine circulations, Radio network 


coverages. . . . Readership studies of maga- 
zines, newspapers. . . . Payroll Accounting. 


Why not line us up now for that tabulating 
job that’s bound to come up soon? 


Recording & Statistical 
Corporation 


Chicage Boston 


Detroit 


Montreal 


100 Sixth Avenue, New York 13, N.Y. 
WoOrth 4-8326 
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READINGS IN MARKETING ‘a 
By Matcocm P. McNair and Harry L. Hansen, Harvard University. Harve 
Problem Books. 769 pages, $6.00 


This text is planned to accompany and supplement the case book Problems in Marketing, 
and is designed to give the student the necessary background to enable him to understanii™ 
the nature of the subject and to provide him with a true perspective of it. The book apa 
proaches the subject from the standpoint of the business functions of marketing. ; 


PROBLEMS IN MARKETING 
By Matcorm P. McNair and Harry L. Hansen, Harvard University. Harvard 
Problem Books. 718 pages, $6.00 


This text for college courses in marketing will present new material reflecting problemgm 
characteristic of present-day conditions, The material covers such subjects as Nature angi 
Scope of Marketing Problems; Influence of the Consumer on Marketing; Merchandising} 
Marketing Structure and Choice of Distribution Channels; Brand Policy; Planning end 
Administration of Sales Programs; Pricing; and Marketing Program. 


TECHNIQUES OF INTERNATIONAL TRADE Bp 
By Morris S. RosENTHAL, Stein, Hall and Company, Inc., New York, New York 
In press. 


This text presents a thorough revision and expansion of the author’s earlier book published 
in 1922. It contains detailed information on all phases of international trade techniques, anil 
covers the entire field of foreign trade practice from the time that a transaction is initiated 

until the shipment is made and details are completed. : 


SALESMANSHIP. Second Edition 


By B. R. CaAnrietp, Babson Institute. In press. 


An extensive revision and complete modernization of a text which was widely adopted ii 
its first edition. Much new material has been added as the result of field research, particu=a™ 
larly in the area of the customer, and illustrative materials have been brought up to datemmy 
with new illustrations from the training programs of successful sales organizations im 
corporated to give the text a more practical approach and realistic treatment. . 


MAINTAINING COMPETITION. Requisites of a Government Policy. 
e By Corwin D. Epwarps, Federal Trade Commission, Washington, D.C. 337 pages 
$3.75. 


The purpose of this book is to set forth the content of a policy designed to maintain tm 
competitive system within the United States. It analyzes existing policy and administratiogj 
and offers a practical program of reform, grounded upon economic analysis. 


Send for copies on approval q 


McGRAW-HILL BOOK COMPANY, ING, 


330 WEST 42no STREET, NEW YORK 18, N. Y. 
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